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NOT BORN YESTERDAY: HOW SENIORS CAN 
STOP INVESTMENT FRAUD 


WEDNESDAY, MARCH 29, 2006 

U.S. Senate, 

Special Committee on Aging, 

Washington, DC. 

The committee met, pursuant to notice, at 10:10 a.m., in room 
SD-106, Dirksen Senate Office Building, the Hon. Herb Kohl 
presiding. 

Present: Senator Kohl. 

OPENING STATEMENT OF SENATOR HERB KOHL, 

Senator Kohl [presiding]. Good morning. I would like to call this 
hearing to order at this time, and we welcome our witnesses. 

I would like to thank Chairman Smith, who will be here in a 
minute, for working with me on today’s hearing to shine a bright 
light on the disturbing and growing problem of senior investment 
fraud. 

We have all heard stories of seniors losing their money through 
one scam or another, things like foreign lotteries, telemarketing 
schemes, identity theft. But today’s seniors are facing new risks. 
Many are struggling to meet rising health and day-to-day living 
costs, bearing more risk in their pension plans, and anticipating 
long-term care expenses. Too many are finding that their savings 
are just not enough. 

Faced with this shortfall, many seniors are turning to invest- 
ments to increase their retirement income. Some are investing 
wisely and building the savings they need. But sadly, others are 
proving too easy prey for con artists ready to steal their hard- 
earned and harder to replace money. 

Investment fraud is on the rise. My home State of Wisconsin saw 
a 21 percent increase in the number of financial abuse cases re- 
ported in 2004. Experts estimate that only 1 in 25 cases are re- 
ported Nation wide. 

Today, our witnesses will describe the many faces of senior in- 
vestment fraud — investment seminars designed to steal seniors’ 
personal information, Ponzi schemes, trumped-up senior specialists 
who have no special financial training, and callable CDs, just to 
name a few. Regardless of the scam, the outcome remains the 
same. Seniors lose their irreplaceable retirement income. 

You don’t have to look too far to find an example near you. In 
Wisconsin, we heard the story of a retired dairy farmer who in- 
vested $85,000 in what he was told were gold coins with promises 
of an 8 percent to 40 percent return on his investment. Little did 
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he know that he was being drawn into an intricate interstate Ponzi 
scheme, and he will probably never see his money again. 

We have also heard from an attorney in Milwaukee who tells the 
story of her client losing $40,000 to a questionable estate planner 
who convinced a senior to invest in his business venture. The busi- 
ness venture didn’t exist, and the senior’s money was gone. 

Let us make one thing clear. Investments are not a bad thing for 
seniors. They can be useful retirement income vehicles. It is the 
bad actors and the criminals who peddle fraudulent investments 
that we must stop. 

Today’s hearing will be just a first step. One of the keys to stop- 
ping senior scams is to educate seniors looking to invest. To that 
end, I have developed a tip sheet to help seniors know what to 
watch out for when investing and where to turn for help. This 
handout will be available to Wisconsin seniors through my office, 
and we encourage other States to use it as a model to distribute 
to their seniors as well. 

I also plan to continue working with our expert witnesses on leg- 
islation to protect seniors from scam artists. We need to tighten 
rules that require sellers of securities to disclose their credentials 
and training, as well as any hidden fees or high-risk investments 
that they sell. We should also make it easy for seniors to check out 
specific sellers to ensure they are reputable and to increase pen- 
alties for those who run these scams. 

We need to make sure that Federal and State law enforcement 
officials have the training and the resources they need to inves- 
tigate and prosecute senior investment fraud. Finally, we need to 
pass the Elder Justice Act, which includes key research and train- 
ing provisions to combat investment fraud. 

As our population ages and seniors live longer, they will look for 
ways to make their retirement income last as long as they do. We 
need to make sure that they can invest wisely, without the added 
worry that an unscrupulous advisor will run off with their money. 

If seniors take away one message from today’s hearing, I hope 
they will remember this. It took you a lifetime to save your retire- 
ment income. So take just 5 more minutes to make the call that 
could protect it. 

We look forward to hearing from our witnesses, and we have our 
first panel in front of us. Our first witness today is Mrs. Ruth 
Mitchell from Columbiana, OH. Mrs. Mitchell is here to tell us her 
story of how she and her husband were bilked out of close to 
$100,000 of their retirement savings in an investment Ponzi 
scheme. 

After her, we will hear from Mr. Barry Minkow. Mr. Minkow was 
charged and convicted of a variety of securities fraud in the late 
1980’s. Following his almost 8 years in prison, Mr. Minkow has 
worked with law enforcement and corporate America to uncover 
and eliminate investment fraud. Mr. Minkow also serves as senior 
pastor at Community Bible Church in San Diego, CA. 

We welcome you both here today, and we look forward to your 
testimony. First, Mrs. Mitchell. 
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STATEMENT OF RUTH MITCHELL, VICTIM OF INVESTMENT 
FRAUD, COLUMBIANA, OH 

Ms. Mitchell. Thank you. Good morning. 

At this time, I would like to thank the Senate panel for inviting 
me to testify about the fraudulent investment that we became in- 
volved in 1994. 

My husband, Len, and I lost $100,000 in a scam orchestrated by 
Barry Korean from Beaver, PA. Barry Korean owned a large CPA 
firm, and he had done my husband’s corporate taxes and payroll 
for over 20 years. My husband retired in 2004 at age 80. Barry 
Korean also did our personal taxes for 18 years. 

In 1994, Barry Korean started an investment company called 
Guardian Investments and sold Len and I real estate bonds. We 
were promised 8 percent interest on these bonds. We had decided 
to downsize and build a smaller house than the one we had at that 
time in Pennsylvania, and we moved to Ohio in 2002. At that time, 
we were supposed to have had $100,000 in the bond account. 

We received quarterly statements and an interest check. It is ap- 
parent now that the interest was either our own money or someone 
else’s money stolen from them. In February 2005, when we had not 
received our interest check in January, we called his office and sev- 
eral times were put off by the office staff, and Barry Korean would 
not come to the phone. 

Finally, on Ash Wednesday of 2005, which fell in February, we 
were told by the office staff that they did not know anything about 
bonds or interest, and their office was shutting down permanently 
that Friday. We were stunned. 

We contacted a local Edward Jones agency, and the owner of the 
agency worked with us for about 4 hours the day after Ash 
Wednesday to find out what had happened and to try to transfer 
the bonds to Edward Jones. He finally called the district attorney’s 
office in Beaver County, PA, and they advised him to call the Bea- 
ver County detective agency. 

We were then told it was a giant scam, and the government was 
seizing everything that Barry and Heidi Korean owned. He stole 
$11.5 million from 39 victims. Almost all of the victims were busi- 
ness people or doctors or other people who had the funds to buy 
these bonds. You could only get in the bond program with $30,000 
or more. 

We were devastated. I am 64 now, and my husband is 82. In our 
lifetime, we can never make that money again. We own our own 
home, free and clear, and we do not owe anyone a dime. But not 
having that cushion is really frightening. 

I was a lifelong figure skating instructor, and I have recently 
gone back to work at teaching ice skating at the Ice Zone in 
Boardman, OH, just to try to build a small cushion for us. 

Barry Korean was also our neighbor. We bought our lot from him 
in 1996. We realize now that he had been stealing from us for 2 
years when we paid him another $30,000 for this lot. He sat at our 
table for dinner and was a guest at my husband’s surprise birthday 
party that I had for him — at a 75th surprise birthday party I had 
for him at a local restaurant. 

As a result of this theft, I was under my doctor’s care for depres- 
sion and nerves for about 7 months. I lost a lot of weight, and I 
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could not eat or sleep. My husband was absolutely crushed because 
he trusted Barry like a son. Finally, I began to realize that the only 
way that I could heal was to help other people in the same situa- 
tion or to help other people in becoming more careful about their 
investments. 

I have given talks in the past on various subjects and, most re- 
cently, gave a talk to the local AARP chapter in Columbiana, OH. 
The Pennsylvania Securities and Exchange Office from Pittsburgh 
worked with me and provided me with handouts for the people, 
and the talk was really very well received. 

I want to be able to talk to people not as an expert, certainly, 
but as a “been there, done that” individual. I seem to be able to 
heal a little by helping others to avoid such a trap. 

Barry Korean will be sentenced on April 28 at 2 p.m. in the Fed- 
eral Court in Pittsburgh. We will be there for the sentencing. 

No matter what sentence he gets, it will not help us recover our 
money or the other victims recover their money. I can only hope 
that Len and I can heal completely and the other victims will find 
some sort of peace or closure. 

Thank you so much for your time. 

[The prepared statement of Mrs. Mitchell follows:] 
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Written Statement of Ruth Mitchell 


INVESTIGATE BEFORE YOU INVEST is the slogan that the Pennsylvania Securities 
and Exchange Commission stamps on the outside of all the envelopes that they mail out. 
How appropriate! I wish someone would have stamped that on our foreheads a long time 
ago. I will tell you in this written statement exactly how my husband, Len and I lost 
$100,000. We were informed on Ash Wednesday 2005 that Barry Korean CPA had 
stolen $100,000 from us. Barry Korean was our investment person. However, he was 
more than that. He owned a large CPA firm in Beaver, PA, and he had done my 
husband’s corporate taxes and payroll for over 20 years. He also had done our personal 
taxes for 18 years. He lived two doors from us in Evergreen Hills in Chippewa Township 
in PA, Barry Korean started stealing from us in 1994 and he started to steal through the 
years from 39 other victims. Barry Korean started Evergreen Hills Development in 1990 
and we bought our lot from him in 1996. It is now apparent that he was stealing from us 
for two years when we paid him another $30,000 for our lot. He sat at our dinner table 
and socialized with the entire neighborhood. He and his wife, Heidi, attended Len’s 
surprise 75'*' Birthday Celebration that I had for him at a local restaurant. 

Barry Korean stole eleven and one half million dollars from his victims. He and his wife, 
Heidi, lived an extravagant lifestyle. New Cadillacs, boats, sports cars, vacations, homes, 
etc. Barry and Heidi hobnobbed with all the Pittsburgh pro hockey and pro football 
players, even to the point where Mike Webster from the Steelers lived with them for a 
time when he got into such financial difficulty before he passed away. Barry gave him 
money, victim’s money, but in the end Barry possessed all four of Mike Webster’s Super 
Bowl rings. Barry showed them off at a swim party across the street where we lived, at 
Dr. Tim Jackson’s house. My husband even tried one of the rings on! 

I was a lifelong figure skating instructor and power skating coach for hockey, and Barry 
and Heidi were in my adult night classes at the Beaver County Ice Arena near Beaver, PA 
in the early ‘80’s. 1 did not care much for Barry Korean’s personality at that time. There 
was something about him. Arrogance, I guess. 1 never thought he was a thief in the 
making, but he did not treat women particularly well. Len felt, even though I did not like 
Barry, he ran a big business and he would do well with our money. HE DID WELL 
WITH OUR MONEY ALL RIGHT! 

When we were made aware of the theft, which was finally uncovered, we understand, by 
an IRS audit, I was so mad and so upset that 1 nearly had a nervous breakdown over the 
entire thing. I was under my doctor’s care for about 7 months for depression and 
nervousness. 

Also, our house was besieged with television stations, postal authorities and newspapers. 
Also, the S&E people from the Pittsburgh office were here. We could not go anywhere 
and still cannot, without someone asking about this theft and how it is coming along and 
how are we doing. So much for a happy and relaxed retirement! 
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After 1 got over being so angry, I began to pray a lot about what had happened. We did 
have a great support system from friends, fellow parishioners at St. Jude in Columbiana 
and our neighbors, and that made it difficult to stay mad forever. Plus, we have a beloved 
little Bichon Prise dog named L.G. and he tried his best to keep us happy. I could not 
keep feeling bad with his little black eyes looking at me with so much love in them. 

Thank Heaven for L.G.! 

In the fall of 2005 we were contacted by the US Attorney’s office and advised that Barry 
Korean’s indictment and sentencing would be coming in the months ahead. The 
government seized everything that Barry and Heidi Korean owned and we were told there 
will be some retribution, but nothing like what we lost. 

We have several friends, all business owners and my husband’s former cardiologist who 
lost money due to Barry Korean. 

Barry Korean used; I believe the word is call affinity, to get close to his victims. In our 
case, he did our taxes and he knew exactly what we had. However, in 1991 1 was 
involved in an automobile crash that was caused by another driver not being careful. I 
had to have eight orthopedic surgeries on my hands, arms and shoulders. 1 had to quit 
teaching and lost all of my students to other teachers in the Pittsburgh area. I received a 
settlement three years later for $108,000. Barry was aware of this, and he talked to Ten 
about investing our settlement in his really good investment plan with Guardian 
Investments. Barry knew exactly what he was doing, I realize now. I now do not have a 
full time teaching career, I do not have good hands or arms, plus I do not have the money 
he stole from us. 

Len and I were the only people to step out and tell our story, and some of the other 
victims called us. A woman from Virginia, who used to live in Beaver Falls, PA, called 
us several times. Barry Korean’s sister Andrea Buzza and this woman were in college 
together at Geneva in Beaver Falls, PA. They were really good friends, even being in 
each other’s weddings. Well, at a relatively young age the woman from Virginia lost her 
husband from a heart attack. Andrea suggested to her that she invest all of the life 
insurance money with Barry. Barry Korean stole every cent of the life insurance money 
from her husband’s death. There was also another inheritance she had, which she lost to 
Barry. She never took any “interest” from her investments, so she lost everifthing. 

One of Ten’s good friends, the owner of a home building company in Chippewa, lost 
about $400,000. He trusted Barry because Barry had always been his accountant and tax 
person. He is 74 years old and in terrible condition. We talk to him every so often. 

There is a couple from Florida, the Gumpfs, who knew Len a long time ago. They called 
us a couple of times. They lost about $30,000. 1 do not know what connection they had 
with Barry Korean. We also had an orthopedic surgeon who used to live in our 
neighborhood in Evergreen Hills call us. He saw our story on timesonline.com. His 
name is Lawrence Bell. He lost money to Barry, but not in this bond scam, and about 
$25,000, 1 do not remember where he moved his practice but it is still in PA but in 
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another part of the state. He lived next door to Barry so that is how he got sucked into 
the system. Barry never even gave him any type of paper work, he said. I have not heard 
from Dr. Bell since last year, 

Barry Korean even got to the point in our neighborhood. Evergreen Hills, which he 
developed, that he did not want to purchase mulch every year for the entryway beds. So, 
we had a neighborhood meeting and formed a landscaping committee and most of the 
families contributed $100 towards the upkeep and I did all the work. No one else would 
help. Now, I realize Barry was stealing our money and 1 was doing all the mulching, 
weeding, pruning, etc. There were some of our neighbors that really hated him, but they 
never thought he would steal money, I felt that way, also, of course. Barry Korean’s 
wife, Heidi, always looked down her nose at me and some of the other people who would 
go out and get their hands dirty. Heidi was always perfect. She went to work with Barry 
everyday in gorgeous clothes, her hair and nails perfect. Barry even had a tanning room 
put into their new office building in Beaver, PA so she could keep up her tan. I feel 
Heidi Korean knew everything that was going on. Her name was on all of the income tax 
records. Barry and Heidi owe the IRS 1 .2 million dollars. Her name is also on some of 
the other documents of things they owned, such as Daugherty Development. 

I will tell you know how he masterminded this Guardian Investment scam. He got people 
to give him large sums of money and he was supposedly going to purchase real estate 
bonds. He never purchased any real estate bonds for anyone. There was never a 
Guardian Investment Company. Everything we received, such as the statements were 
phony and the “interest” checks were not interest at all. This entire thing existed only in 
his computer. The next whammy was that we paid income tax on this “interest” all of 
these years. We were only allowed to file amended taxes for three years. So, it boiled 
down to all of us gave Barry Korean our money at no interest to him to use for a lavish 
lifestyle and fund his CPA business, etc. When you think about it, it makes you so angry. 
Here was a man who had a large business and had a really good life, but he was not 
happy with that. I said to a detective “Why couldn’t he have been happy with what he 
had?” The detective said “Hitler wasn’t happy with just Germany, either.” 

Because we stepped out and told our story and made ourselves available for interviews, 
the US Attorney handling the case has asked us to appear in Federal Court when he is 
sentenced to read victim’s statements. Barry Korean will be sentenced on April 14"', 
2006. Oh, by the way, that day is Good Friday? 

We saw television footage of him coming out of the Federal Court House in Pittsburgh at 
his first hearing on January 5, 2006. He is 49 years old and looked like he was 75. His 
hair is completely grey and his skin was hanging off his bones, he had gotten so thin. 1 
guess he wrote his own story. I know money is not what makes your life, but it is awful 
to save and save your money and get your home paid for and not owe anyone anything, 
and think you can retire comfortably and then have so much money stolen from you. We 
do not live lavishly at all. However, if we wanted to go out to dinner or have company to 
our home for dinner we could. We have had to completely cut out all of things we 
enjoyed doing. I recently accepted a position with an ice arena. The IceZone in 
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Boardman, Ohio as an instructor to try to build us a little cushion. I will be 65 years old 
this year, so I hope 1 can keep skating for a few more years. Len, however, did not retire 
until age 80 in 2004. He is now 82. He is in really good condition, but working in his 
profession as an architect is probably not a possibility. He was a partner with WMB 
.Architects in Beaver Falls, PA and they just did commercial work. Those kinds of jobs 
take so much time and so much energy to produce. 

Some of the things we have learned are NEVER give money to a person that works alone 
as a "broker”. If the person who sends you an interest check signs it personally, be wary. 
Also, watch the lifestyle of your investment person. Lavish usually spells thief. 

Make sure the person is licensed with the Securities and Exchange Commission. Each 
state has an office at the Capitol. Ask questions and do not be afraid to hurt anyone’s 
feelings by asking about their track record or integrity. 

1 recently became aware of the fact that there are three states that do not require 
investment people to register. My state Ohio is one of them. Pennsylvania requires 
registration but if someone is a thief they will not call S&E to talk to them, certainly. 

1 based this written testimony on our experiences. I have already used our experiences to 
give a talk to the Columbiana, Ohio AARP group at a luncheon a couple of weeks ago. 
My goal is to be able to reach out to people who have been wounded or primarily to talk 
to groups of people to let them know how easily this can happen. 1 want to speak as a 
“Been There, Done That” person. Hopefully, I can turn this lemon into lemonade. 

I think Len and I will survive this ordeal. The only way 1 can heal is to help others. I 
hope I have that opportunity in the future to help people before it is too late for them. 1 
wish we had heard from someone like my husband and I before we lost our money. 
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Senator Kohl. Thank you, Mrs. Mitchell, for your moving state- 
ment. 

Mr. Minkow. 

STATEMENT OF BARRY MINKOW, FORMER SCAM ARTIST, SAN 

DIEGO, CA 

Mr. Minkow. Thank you. Senator Kohl. 

It is a real privilege to be here this morning, and thank you for 
having me. 

I guess what I would like to say is the reason the problem of in- 
vestment fraud is happening on such a large scale, as indicated in 
the written testimony, is there seems to be this kind of perfect 
fraud storm, appreciating housing market. As a former perpetrator, 
much to my shame, we would identify victims by their ability to 
invest. 

So now people who would normally not be “targets,” who have 
equity in their homes in an appreciating housing market, suddenly 
become targets. They are also not satisfied with the current stock 
market returns in the last 5 or 6 years. That creates a fear of not 
having enough, the fear of outliving your money. There is, you 
know, under performing CDs. 

So there is this environment for fraud. It is like this perfect 
fraud storm. Low interest rates, can’t put my money in the bank 
and get any high returns. Kind of equity in the home sitting there. 
Wall Street isn’t working. That is the environment where people 
will infiltrate and exploit. That is what I am seeing both on the un- 
covering side and then, of course, sadly and much to my shame, in 
the 1980’s when I perpetrated. 

Some of the techniques we use, everything is on the table. I can- 
not tell you in the last 20 years, from being the perpetrator now 
to working undercover, I have never seen. Senator Kohl, the unbe- 
lievable “will do anything to defraud” kind of approach. In my case, 
much to our shame, we created some 20,000 fraudulent documents 
to fool the auditors. I am not proud of that. 

However, today, I am seeing — this came to me Friday. This is an 
original check. This is an original check. I am glad to show it to 
you. This is a sweepstake. An elder man in our church came to me 
and said, “This is a $2,900 check to me.” He said, “I called the 
bank, and it is good.” 

The perpetrator of this sweepstakes fraud, and I have it right 
here — the original document — ID theft an insurance company, a 
life insurance company in Massachusetts. Printed their account in- 
formation on this check, and sent it to a guy, saying “you won.” 
Once he deposits it, not only will it bounce, but he was also asked 
to return a higher amount of money. 

I have never seen this kind of ID theft on an active checking ac- 
count, $2,900. Somebody who is not sophisticated thinks, “Yes, I 
won the Canadian lottery,” even though they probably never en- 
tered. It is just people will stop at nothing, it would appear, to de- 
fraud — phony financial statements, promises of outrageous returns. 

The other thing is affinity seems to be a big problem. Mrs. Mitch- 
ell mentioned that this person was a close friend. Affinity in 
churches. The Securities and Exchange Commission — don’t believe 
me, just ask them or Karen Patterson at the Department of Cor- 
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porations in California how preeminent affinity fraud is in church 
groups. You tend to put your guard down when somebody from 
church comes to you with an investment opportunity. 

In the hlack community, it has heen in Chicago Development and 
Planning, a fraud we uncovered. Ware Enterprises, this guy is 
doing 18 years in Florida. It was an affinity fraud, especially at 
NFL players because he used to be someone who was in that pro- 
fessional football arena. 

This affinity thing is huge. That is why what I think Mrs. Mitch- 
ell said about reverse affinity, somebody who is their age saying, 
‘Yes, don’t do this,” may be effective as well. 

We are seeing points of similarity in frauds, and we are also see- 
ing people that will go after the elderly and be a comfort for them 
that they may not be getting from their son or daughter. They will 
come in and be a friend, and they will take your money. But they 
will provide that emotional need that may not be — when you are 
elderly, maybe you are alone more, and they will be that friend. 
They will also take the money. So there is this vulnerable area as 
well. 

I am trying to get everything in on time here. Also here is what 
I think can be done. You mentioned in your opening statement 
about proactive work with law enforcement, not waiting. Tradi- 
tional law enforcement is this. Wait until Mrs. Mitchell comes with 
her fraud. 

What we have tried to do is infiltrate ongoing financial scams in 
progress before law enforcement knew about it so money can be 
frozen and victims can get their money back. 

Just a month ago, we were about to do that in the 12 Daily Pro 
auto surfing scam. Fifty million dollars frozen, made the front page 
of the Wall Street Journal. Now victims are going to get recovery. 
This is a new approach. 

Now the problem is, is the average person, when they think a 
fraud is going on, goes to the FBI or they say, “I think a fraud is 
going on.” They are like, “We are understaffed. What do you got?” 
“Well, I just think.” 

The advantage of having been prosecuted by every law enforce- 
ment branch in the Nation, me, I know what meets the burden of 
proof that they need to prosecute. So we put 50-page reports to- 
gether identifying the fraud, pointing out the bank accounts and 
records, auditing the sources and uses of cash, bringing them the 
promoter’s prospectus, and infiltrating the fraud. 

On my way here, I was on the phone doing a wiretap for the FBI 
on an ongoing financial fraud promising 10 to 1 returns. So it is 
a new, fresh approach. 

I have got 10 seconds. You should see me at church when I go 
long. It is really bad. Senator. 

Also we want to increase the perception of detection and increase 
the perception of prosecution. That is the only thing that stops peo- 
ple from perpetrating crime is if they know there is an increased 
likelihood that they will be caught. 

I am sorry. I am out of time. 

Senator Kohl. Thank you very much, Mr. Minkow. 
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Mrs. Mitchell, how has this terribly unfortunate loss of your 
money changed your retirement plans? You indicated you have had 
to go back to work. Is that what you said? 

Ms. Mitchell. Yes, I am teaching ice skating. I teach both figure 
skating and power skating for ice hockey, and I am doing that 
about 4 times a week now, 4 days a week. 

Senator Kohl. Who are you teaching? 

Ms. Mitchell. At the Ice Zone in Boardman, OH. Did you ask 
me where? 

Senator Kohl. Who are you teaching? 

Ms. Mitchell. Oh, who am I teaching? I am teaching little kids 
through adults, and I am teaching hockey players. I have had over 
30 years experience at coaching. So I am pretty much back in the 
groove again except for my age. 

Senator Kohl. Are you enjoying that? 

Ms. Mitchell. I am enjoying that. That actually helps to heal 
me, too. But I just love to teach, and I love to teach skating. I will 
also be starting a class for blind people. I have worked with blind 
people on the ice for many years. 

Senator Kohl. That is great. 

Ms. Mitchell. It is hard on me because I am a little bit older, 
but yet I seem to be accepted at that ice rink as being an older 
coach. I was afraid they would think of me as just being someone 
that was just too old. But the younger coaches are sometimes look- 
ing at me for advice on how to handle this, or how do you convey 
this message? 

Senator Kohl. That is great. 

Ms. Mitchell. I think it is probably going to work out. I hope 
I can skate a few more years. 

Senator Kohl. That is great. 

Ms. Mitchell. For fun, I skate on a synchronized team. They 
may kill me on that one, but [Laughter.] 

Senator Kohl. Good for you. 

Ms. Mitchell. Thank you. 

Senator Kohl. If you could give a senior one piece of advice re- 
garding investments, what would it be? 

Ms. Mitchell. The one piece of advice that I would give seniors 
is a logo that I saw stamped on the Securities and Exchange from 
Harrisburg on their envelopes, and it says, “Investigate before you 
invest.” We did not. 

Also watch for a too lavish of a lifestyle, which Heidi and Barry 
Korean had too lavish of a lifestyle. I mean, they hobnobbed with 
all of the Pittsburgh Steelers and the Pittsburgh Penguins. Mike 
Webster lived two doors from us with them before he passed away. 
Barry Korean gave him money because he had gotten into such fi- 
nancial straits. 

Senator Kohl. Yes. 

Ms. Mitchell. At a swimming party in our neighborhood, Barry 
Korean showed off all four of Mike Webster’s Super Bowl rings. He 
was in possession of them. So I would say watch for lavish life- 
styles, and don’t be afraid to hurt someone’s feelings by asking 
them questions. 

Senator Kohl. That is very important. 
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Ms. Mitchell. Like, “Are you honest or aren’t you honest?” Also 
call your Securities and Exchange Commission to see if they are 
registered. 

I understand there are three States in the United States that 
don’t require investment people to register. One of those States is 
Ohio. One is Colorado, and someone said they thought the other 
one was Wyoming, hut I am not certain of that. But there are still 
three States. But, of course, Barry wouldn’t have registered any- 
way. 

Senator Kohl. You are saying, for certain, you must he abso- 
lutely positive about who it is with whom you are investing? 

Ms. Mitchell. Absolutely. Check out every avenue. 

As Securities and Exchange people from Pittsburgh have told me 
that when they talk to seniors at expos or symposiums, they can 
talk until they are blue in the face, and they know that the point 
is not coming home because people are still sitting there, saying, 
“Oh, I have known this person for years. It will be fine.” That is 
not true. Look what happened to us. 

Senator Kohl. Absolutely. 

Ms. Mitchell. He did my husband’s corporate taxes for 22 years 
and lived two doors from us. 

Senator Kohl. Thank you. 

Ms. Mitchell. You are welcome. 

Senator Kohl. Mr. Minkow, what eventually led to the discovery 
of the fraud that you were committing? 

Mr. Minkow. The good work of an investigative reporter at the 
Los Angeles Times uncovered May 22 , 1987, that in the past I had 
to keep cash-flow coming in to pay off the “Ponzi scheme,” had done 
some credit card overcharging. 

So, what happened was, is after that article was printed in the 
LA Times, I had been on Oprah Winfrey. I had had a lot of positive 
publicity. Now people started to — and I think it goes to what Mrs. 
Mitchell was saying — critically look at me. While I used to be able 
to get around the due diligence process, now they wanted inde- 
pendent proof of profitability, and it eventually led to my demise. 

But the point there is not just who, but what the investment 
was. Normally and regularly, people weren’t earning 40 percent 
gross profit margins in the carpet cleaning restoration business. 
While I had been able to kind of handle that and the big publicity, 
young entrepreneur, once they pointed a critical eye at me, I was 
through. 

The number-one thing that we perpetrators can’t stand. Senator 
Kohl, is critical thinking. We want you to love us. We want you to 
think the best of us. We want you to know that your friend has 
been getting checks for 5 years on time, and that is all the due dili- 
gence we want you to do. 

As Mrs. Mitchell said, you have to go deeper than that. You have 
to look at the industry, check out if the returns are consistent that 
are being offered in that industry, and do more due diligence. So, 
to your point. Sorry, long on that answer. Sorry about that. 

Senator Kohl. From your perspective, what are the red fiags 
that seniors should be looking for when they are thinking about in- 
vesting their retirement income? 
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Mr. Minkow. Yes. I think, No. 1, the regulation industry, I think 
seniors and the investment public in general do not know how to 
define a security under the Howey test, and you don’t have to be 
a lawyer to do it. Basically, people think “security,” they think, oh, 
stock or bond. A security is any time I ask for investment money 
from Mrs. Mitchell and invest it in widgets or the foreign currency 
markets or anything, and I am guaranteeing her a certain return, 
that constitutes a security. 

Therefore, I need to be blue skied in every State I am offering 
it. I need to be a licensed broker/dealer. If I am offering her — and 
this is almost in every single case — incentivizing the people that 
are in the deal financially by bringing in their friends. That is how 
we promote these things. 

So, we pay commissions. That is a red flag. Because unless the 
person bringing in the new investment money is a licensed broker/ 
dealer, they can’t receive commissions. So the whole understanding 
of what a security is. 

Second, normally and regularly test. Normally and regularly. De- 
spite all the nice people out there who have been receiving returns, 
do people in this industry, are they able to generate these kinds 
of returns? Don Scott, 79-year-old Don Scott, who watched — he was 
in a factoring deal, and he said they promised him 24 percent to 
30 percent a year returns. 

He happened to see me doing an interview where I said about 
factoring, normally and regularly, people in this industry can’t af- 
ford a cost of capital of 30 percent annually. They just don’t have 
those kind of margins if it is legitimate. Caused him to think criti- 
cally about his investment. We investigated it, uncovered it, and he 
got his money back. 

So this objective thinking, not the subjective. “My friend brought 
him to me,” that kind of thing. Knowing what a security is. Watch 
this. Don’t invest out of fear or greed. We offer high returns be- 
cause high returns blind objectivity. We offer fear because we want 
people to think that they are going to outlive their money, and we 
will stop at nothing. 

Senator Kohl. Good. Well, we thank you very much for your tes- 
timony, Mrs. Mitchell and Mr. Minkow. It has been very helpful. 

Mr. Minkow. Thank you. 

Senator Kohl. I appreciate your being here today. 

Mr. Minkow. Thank you, sir. 

Senator Kohl. So we have a second panel. The first witness on 
the second panel will be Patty Struck. She is the president of the 
North American Securities Administrators Association. Ms. Struck 
also happens to be from my home State of Wisconsin, where she 
serves as administrator of the Division of Securities with the Wis- 
consin Department of Financial Institutions. 

She will share with us the State security administrator’s perspec- 
tive on the growing problem of senior investment fraud. 

Our second witness will be Elisse Walter, who is the executive 
vice president for regulatory policy and oversight of the National 
Association of Securities Dealers. NASD serves as the primary pri- 
vate sector regulator of the securities industry. Ms. Walter is here 
to share with us NASD’s efforts to combat senior investment fraud. 
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Finally, we will be hearing from Susan Wyderko of the Securities 
and Exchange Commission. She is the acting director of the Divi- 
sion of Investment Management for the SEC. Ms. Wyderko will tell 
us what the SEC, which is the Federal Government agency charged 
with regulating the securities industry, what they are doing to stop 
senior investment fraud. 

Thank you, all three of you, for being here. Ms. Struck. 

STATEMENT OF PATRICIA D. STRUCK, PRESIDENT, NORTH 

AMERICAN SECURITIES ADMINISTRATORS ASSOCIATION, 

INC. (NASAA), WASHINGTON, DC 

Ms. Struck. Senator Kohl and members of the Committee 

Senator Kohl. Do you want to turn on your button? 

Ms. Struck. Senator Kohl and members of the Committee, I am 
Patty Struck, and I am honored to be here to highlight the activi- 
ties of State securities regulators in protecting senior citizens 
against investment fraud. 

Our cases of senior investment fraud may not make national 
headlines, but they are devastating to the victims and their fami- 
lies. What would any of us do if it were our parents turning over 
their retirement nest eggs to smooth-talking senior specialists pro- 
moting unsuitable investments? 

Seniors today are bombarded with pitches for financial seminars. 
Cold callers, brokers, and insurance agents are all pitching invest- 
ments to seniors. Many of them are promising higher returns and 
little or no risk. Unfortunately, in most of the cases that we see, 
it is just the opposite — high risk and no returns, just devastating 
losses. 

Through seminars, publications, PSAs, and press interviews, my 
fellow regulators stress how important it is for seniors to call their 
State regulators, their State securities regulators, as you suggest. 
Senator Kohl, if they have questions about an investment oppor- 
tunity or if they suspect they may have been victims of fraud. 

We have offices in every State, and a good example is the one 
that Mrs. Mitchell was talking about, the one in Pennsylvania. Our 
staffs are trained to respond to all complaints. You can find a list 
of regulators on the NASAA Web site at www.nasaa.org. 

We are currently seeing a flood of troubling senior schemes in 
three related areas — senior specialists, variable annuities, and un- 
licensed or unregistered persons. Unfortunately, these three prob- 
lems often occur at the same time in some senior investment semi- 
nars. 

State securities regulators are receiving an increasing number of 
complaints from investors who have been enticed into attending 
seminars sponsored by certain senior specialists. It is common 
practice for seniors to receive invitations to a seminar, usually con- 
ducted with a meal. At the conclusion, they are encouraged to con- 
tact the presenter with further questions. 

Typically, the specialist will recommend that seniors sell their 
stocks in their retirement plans and use the proceeds to purchase 
variable annuities that the specialist offers. Many senior specialists 
have little specialized financial training. The NASD’s professional 
designation data base is a useful resource to check out an individ- 
ual’s professional status. 
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A fixture on NASAA’s annual list of top scams involves the sale 
of variable annuities to investors with little regard to whether or 
not the product is suitable. While variable annuities are legitimate 
investments, regulators are concerned that many investors aren’t 
being told about the potential of exposure to market risk, surrender 
charges, and the steep sales commissions that the agents are earn- 
ing when they move investors into variable annuities. 

NASAA is encouraging changes in State laws that would allow 
insurance regulators to continue to oversee the insurance compa- 
nies that sell variable annuities, while authorizing State securities 
regulators to investigate complaints and take action against the in- 
dividuals who sell them. 

Another problem facing seniors is that of unlicensed sales people 
pitching securities that are unregistered. Many of the enforcement 
cases in my written testimony illustrate this twofold violation. 
NASAA believes the most effective weapon against fraud is a dual 
approach. We combine aggressive enforcement efforts with finan- 
cial education to protect investors from unscrupulous individuals. 

We were pleased last week when Chairman Cox noted in his 
speech to the Consumer Federation of America that the States 
often coordinate their efforts with the SEC to capitalize on the 
strengths of both State and Federal regulators. 

In Wisconsin, Kenneth Hackbarth, an elder in his local church, 
operated a Ponzi scheme that victimized a total of 117 friends, rel- 
atives, and senior parishioners of more than $6 million. Using a 
front called Homestead Investments, he told investors their money 
was being used to buy, rehab, and sell property and promised a 15 
percent return. 

The problem was Hackbarth never put any of the money into 
real estate, but just used his investors’ money to pay off earlier in- 
vestors, the hallmark of a Ponzi scheme. We worked with the FBI, 
and a criminal action resulted in a conviction and a 10-year prison 
sentence. 

State securities regulators believe investor education is a power- 
ful weapon in the fight against investment fraud. A few years ago, 
NASAA undertook a senior outreach initiative designed to educate 
seniors to protect themselves from investment fraud. 

It involves programs and materials developed by securities regu- 
lators at the State level, including brochures, videos, and outreach 
seminars; an anti-fraud education program called Seniors Against 
Investment Fraud, which began in California, where senior volun- 
teers conduct presentations in comfortable familiar settings such as 
community centers, assisted living facilities, and churches; and the 
Senior Investor Resource Center on the NASAA Web site to serve 
as a gateway for important investor protection information de- 
signed specifically for seniors. The center was launched in 2003 
and includes common sense solutions to protect assets from invest- 
ment fraud. 

These are dangerous economic times for seniors. This Commit- 
tee’s examination of investment fraud as it affects the growing sen- 
ior population is an important step in highlighting the problem and 
working toward a solution. 

Thank you so much for allowing me the opportunity to appear 
here today. 
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Chairman Smith, Ranking Member Kohl and Members of the Committee, 

I’m Patty Struck, Wisconsin Securities Division Administrator and President of the North 
American Securities Administrators Association, Inc. (NASAA).' I am honored to have 
the opportunity to appear before your Committee to highlight the activities of state 
securities regulators in protecting senior citizens against investment fraud. 

Overview 

The securities administrators in your states are responsible for licensing of firms and 
investment professionals, registering certain securities offerings, examining broker- 
dealers and investment advisers, enforcing state securities laws, and providing investor 
education programs and materials to your constituents. Like me, some of my colleagues 
are appointed by their Governors and Cabinet officials, ten are appointed by state 
Secretaries of State and five fall under the jurisdiction of their states’ Attorneys General. 
We are often called the “local cops on the securities beat,” and I believe that is an 
accurate characterization. 

My staff and I interact daily ■with elderly investors. These interactions are often the result 
of senior investor education seminars or complaints lodged by seniors with my office. In 
addition to educational initiatives that target seniors, my offiee works with criminal 
authorities to prosecute companies and individuals who commit crimes against seniors, 
and we bring civil actions for injunctions, restitution and penalties against companies and 
individuals who commit securities fraud. We also educate seniors through publications, 
videos and seminars so that they are better able to protect themselves. For example, the 
Financial Literacy Section of the Wisconsin Department of Financial Institutions has 
developed numerous investor education brochures and related materials on a variety of 
investment, financial, and consumer education matters. Specifically with regard to 
outreach to seniors, the Section sponsors numerous outreach activities, including multi- 
media presentations around the state on the subject of “How Seniors Can Keep from 
Being Victimized by Investment Fraud.” 

NASAA’s annual Spring Public Policy Forum traditionally focuses on the issues of 
greatest importance to regulators, the industry and the investing public. This year, given 
the increased public awareness of our nation's changing demographics, NASAA felt it 
was important to examine the business, policy and investor protection challenges raised 
by the growth in our senior population. 

While our cases of senior investment fraud may not make national headlines, they are 
devastating in their impact to the victims and their families. What would you do if your 


The oldest international organization devoted to investor protection, the North American Securities 
Administrators Association, Inc., was founded in 1 9 1 9. Its membership consists of the securities 
administrators in the 50 states, the District of Columbia, Canada, Mexico, Puerto Rico and the U.S. Virgin 
Islands. NASAA is the voice of securities agencies responsible for grass-roots investor protection and 
efficient capital formation. 
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mother or father turned over their retirement nest egg to a smooth-talking “senior 
specialist” who promoted unsuitable investments? 

In the United States alone, an American turns 50 once every seven seconds and on 
January 1 , 2006, the first of an estimated 77 million baby boomers, those Americans bom 
from 1946 to 1964, celebrated their 60th birthday. The 50-plus population is the fastest 
growing segment worldwide and predicted life expectancies are at a historical high. 

Boomers have more than $8.5 trillion in investable assets. Over the next 40 years, they 
stand to inherit at least $7 trillion from their parents, research firm Cerulli Associates 
estimates. 

Facing greater responsibility for their financial security stemming from the decline of 
traditional defined benefit pension plans, and with greater life expectancies, it should be 
no surprise that retirees today are seeking to maximize their retirement investments. 

Investment Fraud Against Seniors 

While people age 60 and older make up 15 percent of the U.S. population, they also 
account for about 30 percent of fraud victims, estimates Consumer Action, a consumer- 
advocacy group. As baby boomers swell the retiree population, state securities regulators 
are concerned that financial scams targeting seniors also will rise and based on our 
collective experience of over seventy-five years of securities regulation we believe our 
concerns are well-founded. Con artists read the headlines, and they need little 
encouragement to emerge from the side streets and back alleys to Main Street where 
older investors live. 

Seniors today are bombarded with pitches for financial seminars. There are ads in the 
newspapers and on the radio. Cold callers, brokers, financial planners, and insurance 
agents are all pitching investments to seniors. Many of them are promising “higher 
returns and little or no risk.” Those words are a red flag for investors. Unfortunately, in 
many of the cases that securities regulators see, it’s just the opposite: high risk and no 
returns, just devastating losses. 

No one knows exactly how many older Americans are victims of investment fraud. 

Often, older victims don’t report crimes because they don’t want people to know they 
have lost money or made an unsound investment. Also, they don’t know how or where to 
complain. Through seminars, publications, public service announcements, and press 
interviews, my fellow regulators regularly stress how important it is that seniors and all 
investors should always call their state securities regulator if they have questions about an 
investment opportunity or if they suspect they have been a victim of investment fraud. 

We have local offices in every state and our staffs are trained to respond to all 
complaints. You can find a list of regulators on the NASAA website at www.nasaa.org 

Before investing, seniors should first contact their state, territorial, or provincial securities 
regulator to see if the investment vehicle and the person selling it are registered. Your 



19 


state or provincial securities regulator will also be able to tell you if the salesperson has a 
disciplinary history, that is, whether any civil, criminal or administrative proceedings 
have been brought against him or her. The best advice is to first call a state securities 
regulator before investing to check out any product and the person selling it. 

Three Noteworthy Trends at the State Level 

The targeting of seniors for investment schemes is a chronic problem. My colleagues and 
I are currently seeing a proliferation of troubling schemes in three related areas; “senior 
specialists,” variable annuities, and unlicensed/uniegistered persons. Unfortunately, 
these three problems often occur simultaneously at certain senior investment seminars. 

Senior Specialists - State securities regulators are receiving an increasing number of 
complaints from investors who have been enticed into attending seminars sponsored by 
certain “senior specialists.” AVhile there are organizations whose members must 
complete rigorous programs of study and pass extensive examinations, there are also 
organizations that require little or no training in order to use one of these designations. 
Typically, the designation will indicate that the holder has some form of expertise in 
assisting seniors in structuring their investments in such a manner as to reduce taxes, 
minimize risk and avoid state probate laws. 

It is common practice for seniors to receive an invitation to a seminar, usually conducted 
with a meal, such as a prime rib dinner, where, at the conclusion of the seminar attendees 
are encouraged to contact the presenter with further questions. Typically, the specialist 
recommends liquidating securities positions and using the proceeds to purchase fixed, 
indexed or variable annuities products the specialist offers. Under our state securities 
laws, these recommendations may be viewed as providing investment advice for 
compensation. In such cases, the “senior specialist” would be offering investment advice 
as an unregistered investment adviser and, therefore, be subject to enforcement action by 
regulatory agencies. 

State securities regulators have opened 26 cases in the past year involving “senior 
specialists” in the eastern half of the United States alone. Most of the cases involve 
securities recommendations by individuals who are not properly licensed by state 
securities regulators. 

A recent enforcement action by Massachusetts securities regulators against Investors 
Capital Corp. illustrates how a “senior specialist” designation can be used to hoodwink 
seniors. According to state regulators, one of the firm’s representatives stated during a 
seminar that his senior specialist designation - received by taking a three-day course or a 
home course, followed by a multiple-choice exam - indicated that he had been 
specifically trained to manage and solve financial problems facing seniors. According to 
the state, the seminar steered investors toward investing in equity-indexed annuities as 
the best way to participate in stock market gains without risk. Equity-indexed annuities 
are complex insurance products with high commissions and long holding periods (as well 
as stiff penalties for early withdrawals), which make them unsuitable for many older 
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investors. In November, the state charged the firm with misleading investors, especially 
seniors, into buying equity-indexed annuities. 

Variable Annuities - A perennial fixture on NASAA’s aimual list of top scams involve 
the sale of variable annuities to investors with little regard to whether or not the product 
is suitable. While these are legitimate and suitable investments for some, regulators are 
concerned that many investors aren’t being told about high surrender charges for early 
withdrawals, the potential of exposure to market risk, and the steep sales commissions 
agents often earn when they move investors into variable annuities. Often pitched to 
seniors through investment seminars, these products are unsuitable for many retirees. 

Some investors also are misled with claims of guaranteed returns when variable annuity 
returns actually are vulnerable to the volatility of the stock market. While variable 
annuities certainly have benefits - tax-deferral and death benefits among others - they 
come with strings attached and additional costs. Investors should be aware of these costs 
and impact of the costs on the performance of these products. High commissions often 
are the driving force for sales of variable annuities. 

Variable annuities are considered to be securities under federal law and the laws of some 
states. Other states, however, consider variable annuities to be insurance products and 
others consider them to be both insurance and securities. NASAA is encouraging changes 
in state laws that would allow state insurance regulators to continue to oversee the 
insurance companies that sell variable annuities while authorizing state securities regulators 
to investigate complaints about variable annuities and to take action against the individuals 
who sell them. These simple statutory amendments are not intended to give states the 
power to register the products themselves, only to ensure that states securities regulators 
have the much-needed authority to regulate the agents who sell them. 

Most of the sales practice complaints received by state securities regulators involving 
variable annuities relate to the suitability of the product. While a suitability standard has 
been proposed, we feel that the commonly accepted methodology for determining the 
suitability of an investment should be applied. In pertinent part, the standard is as 
follows: 

In recommending to a customer the purchase, sale, or exchange of a 
security, a broker-dealer, salesperson, investment adviser, or investment 
adviser representative must have reasonable grounds for believing that 
the recommendation is suitable for the customer upon the basis of the 
facts, if any, disclosed by the customer as to his or her other security 
holdings and as to his or her financial situation and needs. 


Unregistered/Unlicensed Individuals - Another problem area inundating state regulators 
is unlicensed securities sellers pitching securities that are unregistered. Individuals who 
sell securities or provide investment advice are required to earn a license by passing 
rigorous examinations before they can offer their services to the public. Those who bypass 
this requirement often are predators offering bogus investments. Unlicensed people selling 



21 


unregistered securities should be a red alert for investors. Con artists also frequently use the 
promise of high commissions to lure some insurance agents, investment advisers, 
accountants, and lawyers who are not licensed to sell securities into selling investments 
they may know little about, such as bogus limited partnerships or promissory notes. Many 
of the enforcement cases described below illustrate the twofold violation of persons not 
licensed with their state securities regulators selling unlicensed products. 

I return to the simple advice that could help seniors and all investors avoid the pitfalls of 
investment fraud; call your state securities regulators before investing. We’re there to help 
educate investors about their rights and to provide the tools and knowledge needed to make 
informed financial decisions. 

Enforcement and Education 

So what can be done to combat investment fraud against seniors? State securities 
regulators believe the most effective weapon against fraud is a dual approach: combine 
aggressive enforcement efforts with financial education to protect investors from 
unscrupulous individuals. 

State securities regulators have a long history of protecting investors at the local level day 
in and day out. Enforcement against fraud is the essence of what state and provincial 
regulators do - to vigorously piusue sales practice abuses and a variety of scams and 
frauds against unsuspecting senior investors. The following cases illustrate the work 
being conducted by state securities regulators on a daily basis to protect seniors from 
investment fraud. 

In my own state of Wisconsin, Kenneth Hackbarth, an elder in his local church in 
Kenosha WI, operated a long-running Ponzi scheme that victimized a total of 1 17 friends, 
relatives and parishioners (mostly seniors) of over $6 million. Two of the fraud victims 
committed suicide from being so financially devastated by the fraud. Using a front called 
Homestead Investments, Hackbarth told investors that their money was being used to 
buy, rehab and sell commercial and residential property, promising a 15% return on the 
investment notes. Hackbarth never put any of the money into real estate (although he 
made targe donations to the church). Rather, he just used new investors' money to pay off 
earlier investors — the hallmark of a Ponzi scheme. The Wisconsin Securities Division 
issued a Cease & Desist Order and worked with the FBI in a criminal action resulting in a 
conviction and 10-year prison sentence. This case is also a good example of the affinity 
fraud aspect that appears so often in the Division's enforcement cases targeting senior 
investors. 

Colorado - Over the years, the Colorado Division of Securities has investigated a number 
of securities cases involving the exploitation of senior citizens. For instance, in one case, 
a licensed insurance agent in Colorado took over $760,000 from at least 12 investors who 
ranged in age between their mid-50’s and mid-80’s. He sold his victims promissory 
notes through fraudulent misrepresentations and omission about risks and returns. In a 
more recent case, another insurance agent defrauded 65 senior citizens through the sale of 
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callable Certificates of Deposit. Both of these cases resulted in criminal prosecution by 
the Colorado Attorney General’s Office. 

Florida - Just last week, Florida state officials announced that they have dismantled an 
Orlando based company, Tropical Village, Inc., they say defrauded elderly investors of 
more than $9 million through the sale of unregistered securities. The perpetrators 
targeted 80 wealthy elderly investors, convincing them to invest their money in apartment 
complexes in several Florida cities, as well as in Texas and Georgia. Instead, more than 
$8 million of the seniors’ money was diverted to the perpetrators’ personal use. 

Maine - In one case, an insurance sales person from Texas sold Maine senior citizens 
$1,000,000 worth of securities in the form of promissory notes and investment contracts 
issued by start-up companies. He was not licensed to sell these products, the products 
were not registered, and he did not disclose the risks of investing in a start-up company to 
the investors. Most of these investors were retired, had no investing experience, and 
invested funds that they needed for living expenses. When the start-up companies failed, 
the investors lost everything. Through the state Attorney General’s Office, the Maine 
Securities Division prosecuted the sales person, who was convicted of securities fraud 
and several other securities violations and sentenced to two years in prison. 

Unfortunately, the victims will never recover their losses. 

Missouri - In a recent action, the Securities Division of the Secretary of State’s office 
took enforcement action against a securities agent and the broker-dealer with which he 
was employed, who had developed a relationship with a large company in St. Louis, 
Missouri. The agent, who handled the accounts of many retired workers, traded 
aggressively in accounts of these unsophisticated retirees’ and the broker-dealer failed to 
adequately supervise the agent. These retirees lost millions of dollars in their retirement 
accounts. A consent order requiring a large fine and restitution was eventually reached. 

In a similar matter, a securities agent with a broker-dealer found newspapers announcing 
a list of retirees from a large Kansas City firm and called these recent retirees. The agent 
convinced the retirees to purchase mutual funds, and after they lost money in these 
accounts he switched these customers to variable annuities. Some of these retirees were 
switched several times resulting in extremely large surrender fees paid by the retirees and 
large commissions paid to the agent. The Missouri Securities Division is preparing to 
take administrative action against the agent and the broker-dealer. 

Montana - The State Auditor personally prosecuted the largest securities case in the 
state’s history in 2003, and in 2005 the Office assisted with the federal case against the 
broker. Tom O’Neill was a securities salesperson for USBancorp/Piper Jafffay in Butte, 
Montana. Over the course of a four-year period, Tom victimized at least 38 of his clients, 
most of whom were elderly, widowed or disabled. During this period, Tom executed in 
excess of 6,000 unauthorized trades in primarily technology stocks in their accounts, 
charging in excess of $600,000 in commission and causing losses in excess of $ 1 million. 
One of the victims, a 92-year-old man, had seven speculative trades in his account while 
he was in a coma and a final trade in his account hours after he had died. The State 
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Auditor’s Office took action against Tom, his branch manager, and the company Piper 
Jaffray, as well as Piper’s management team. Piper subsequently settled the matter with 
the State Auditor’s Office. The settlement included restitution to the 38 victims in the 
amount of $1.5 million, a $1 million fine and an agreement to change its bonus structure 
so as not to reward salespeople who were the subject of complaints or regulatory actions. 
With the assistance of the State Auditor’s Office, O’Neil was charged by the United 
States Attorney’s Office and is currently serving a term in federal prison. 

Oregon - Last year, an Oregon senior was convinced to give her entire retirement savings 
of $250,000 to an investment adviser who, in turn, lost the entire amount. The Oregon 
Division of Finance and Corporate Securities, which has seen an increase in unlicensed 
investment adviser activity, resolved the case through a consent order. 

Pennsylvania - The Pennsylvania Securities Commission issued a cease and desist order 
in June 2005 against the Association of Senior Counselors and an agent to halt the offer 
and sale of unregistered securities. According to the state, the agent appeared at a senior’s 
home with materials saying he had “credentials you can trust” and “increase your 
income: while “avoid[ing] risk.” An investigation determined that the agent had been 
charged in Connecticut in 2004 with selling ururegistered securities and failing to register 
as an agent of a securities issuer in connection with the alleged sale of promissory notes. 

Texas - In the last two years there has been an enormous problem in Texas with 
unregistered schemes being sold to elderly investors. These schemes include currency 
trading programs, promissory notes, viatical settlements, resort timeshare investments 
and equipment leaseback schemes involving internet kiosks, card readers, and ATM 
machines. The losses to Texans are estimated to be in the hundreds of millions of 
dollars. The bait is that the "income" will be "guaranteed" and will be substantially 
higher than what persons living on fixed incomes can expect to get from certificates of 
deposit, money market investments or other mainstream financial products. 

Promoters of the schemes have been recruiting independent insurance agents and others 
through advertisements, mailing lists, trade organizations, internet websites, and by word- 
of-mouth. Agents are often falsely told that the schemes do not involve the sale of 
securities, are not regulated by state or federal law, and are "safe" or "guaranteed." 
Generally, lucrative sales incentives or commissions are offered. 

Texas securities regulators have sent warning letters to approximately 300 agents that 
have been identified thus far and have initiated numerous criminal actions. 

Investor Education and Senior Outreach Initiatives 

State, territorial, and provincial securities regulators believe investor education is a 
powerful weapon in the fight against investment fraud. For that reason, we actively 
provide resources to help older investors better educate and protect themselves against 
investment fraud. Recognizing the value and impact of financial education, NASAA’s 
Board of Directors elevated investor education to Section status in 1997 to help support 
the ongoing financial education efforts of our members. 
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Several years ago, a separate Senior Outreach Project Group was created to administer 
educational campaigns to help fight investment fraud and scams targeted at seniors. State 
securities administrators from around the country have undertaken a Senior Outreach 
Initiative that is designed to educate seniors to protect themselves from investment fraud. 

The Senior Outreach Initiative involves: 

• Promoting programs and materials developed by state securities regulators that 
include brochures, videos, and outreach seminars presented to organizations such 
as the Golden Kiwanis and Senior VFW groups. 

• Participation as an exhibitor in the 2005 Summer National Senior Olympics. The 
event drew between 12,000 and 15,000 senior athletes to the southwestern 
Pennsylvania area and more than 25,000 spectators. NASAA partnered with the 
Pennsylvania Securities Commission to distribute thousands of investment fraud 
prevention brochures and fielded hundreds of investor protection-related 
questions from event attendees. 

• Developing an anti-fraud education program that utilizes volunteer/peer group 
educators and networks. This program is based on highly successful initiatives 
that have been laimched in California and Ontario. The blueprint for this program 
allows states securities regulators to tailor it and effectively launch it in their own 
jurisdictions. For example, the proven effectiveness of a comprehensive anti-fraud 
program begrm in California called Seniors Against Investment Fraud, or SAIF, 
has led to adoption by other states, such as Florida, Pennsylvania and Iowa. In the 
SAIF model, senior volunteers/peer educators conduct presentations in 
comfortable, familiar settings such as senior community centers, assisted living 
facilities and churches investment scams. The program involves training the 
trainers to conduct the presentations and includes a tool kit and resource guide. 

• Educating attendees at the American Society on Aging and the National Council 
on the Aging’s 2006 Joint conference. Project group members actively 
participated in the conference, addressing a workshop entitled “Preying on the 
Elderly: A Session on Financial Abuse,” which featured high-profile speakers 
(such as an Assistant US Attorney and an FBI agent) involved in combating 
investment fraud against seniors. The more than 4,000 professionals in 
attendance at the conference come into contact with senior citizens on a daily 
basis; reaching thousands of those professionals with the investor protection 
message and materials in turn potentially reaches hundreds of thousands of 
seniors. 

• Creating an Investment Fraud Bingo Game that delivers important investment 
protection messages in a fun and interactive format. The game, easy to administer 
and well received by seniors, is an ideal program for states with limited resources. 
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The program is in use by several states, including Texas, Petmsylvania, Indiana 
and Florida. 

• Forming strategic partnerships with federal, state and local aging networks, 
including the AARP and US Administration on Aging. Other partnerships under 
consideration or active engagement include the Retired Senior Volunteer Program 
and the Investor Protection Trust. 

• Developing the Senior Investor Resource Center on the NAS AA website to serve 
as a gateway for important investor protection information designed specifically 
for seniors. The center, sponsored by NASAA and launched in 2003, includes: 

--A checklist of questions seniors should ask before making an investment 
decision; 

—Common sense solutions to protect assets from investment fraud; 

—Information about the current top frauds targeting seniors; 

—Contact information for securities regulators in each of the 50 states, the District 
of Columbia, Puerto Rico, Canada, Mexico, and the U.S. Virgin Islands; 

—An Investors Bill of Rights and interactive fraud awareness quiz and links to 
investor education publications and programs offered by state securities regulators 
and others to help seniors fight investment fraud. 

Attached to my written testimony is a compilation of various state investor education 
outreach programs intended for seniors, and examples of printed materials that are used 
as newspaper inserts, and distributed at various town hall meetings and community 
centers throughout the year. 

Conclusion 

These are dangerous economic times for seniors. Now, more than ever, all American 
investors - and especially senior investors - need more, not fewer cops on the securities 
beat. This Committee’s examination of investment fraud as it affects the growing senior 
population is an important step in highlighting the problem and working toward a 
solution. My office and other State Securities Administrators will continue to play an 
active role in protecting seniors whether it is a large multi-million dollar scam or a single 
defrauded senior. 

I thank the Chairman and each member of this Committee for allowing me the 
opportunity to appear today. I look forward to answering any questions you have and 
providing additional assistance to you in the future. 
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NASAA Jurisdictions that self-reported having 
outreach programs for seniors. 

(As of 10/19/2005) 


Alabama 


In an effort to reach out to middle age and older Alabamians, the Alabama Securities 
Commission will participate in the following activities throughout 2006, 

- Partner with AARP and the Alabama Extension Systems to put on “Investor University” events 
in cities and rural areas. This seminar event teaches topics concerning wise saving and investing 
practices, provides educational materials to attendees, addresses topics like reverse mortgages 
and variable annuities. (Birmingham event had 200 attendees in February. In April an event is 
planned in Huntsville and in May an event is projected for Mobile.) After this events will target 
rural communities in Alabama. 

- Partner with the Alabama Attorney General’s office and the Alabama Department of Senior 
Services (for the 3"' consecutive year) to develop fraud prevention activities throughout the state 
of Alabama in April 2006. 

- ASC will attend and exhibit at the Alabama Gerontological Society conference in Birmingham, 
AL, in March 2006. 

- ASC will display and provide materials to over 10,000 attendees at the Senior Expo conference 
in Huntsville, AL in May 2006. 

- Participate on annual Medicare Van Tour (3"' consecutive year) prior to Thanksgiving to reach 
Senior citizens throughout rural areas of Alabama and provide securities fraud prevention 
training and materials. 

- ASC has applied for a grant from IPT to put on a monthly television broadcast on Alabama 
Public TV for Seniors. This would be the second consecutive year to reach citizens throughout 
the state. 

Arizona 


The state of Arizona has developed a program entitled Unii/ Money Grows on Trees, Verijy 
Before You Buy. The state is sponsoring presentations and town hall meetings with state 
legislators to promote this program, which is designed to educate citizens about financial fraud 
and how to protect their finances. The state has received a 3-year IPT grant for their state 
investor education program. 

Arizona is also working on producing a DVD to be distributed statewide that will aim to have a 
“reverse boiler room” effect by calling out to inform people about fraud alerts. The state is also 
investigating using pharmacy prescription staffers and/or utility bill staffers for seniors (in a joint 
effort with AARP) to get information out about financial fraud a ways to protect oneself 
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British Columbia 


British Columbia has several initiatives as part of its investor education program, including the 
following: 

BC Coalition to Eliminate Abuse of Seniors is a provincial organization supported by the BCSC 
Education Fund to deliver Protect Your Money, a lively seminar by seniors for seniors to help 
them leam how to protect themselves from fraud and unsuitable investments. BC CEAS has been 
funded to reach 1,500 seniors in the Vancouver-lower mainland area. During this free, 
informative, one-hour presentation, seniors are shown by the Coalition’s trained, volunteer senior 
speakers, how to protect their hard-earned money by: 

• spotting the red flags common to most frauds committed against seniors, 

• contacting the BC Securities Commission for information about advisers, various types of 
investments and other tips, 

• using a valuable, free Investor Education kit produced by Canada’s securities regulators, 
and 

• knowing where to get other information they can use to protect themselves 
California 


The Seniors Against Investment Fraud (SAIF) Program is a statewide outreach campaign under 
the California Department of Corporations. The primary purpose of SAIF is to alert and educate 
Californians over the age of 50 about investment and telemarketing fraud crimes and how to 
avoid being victimized by scam artists. 

• SAIF includes a dedicated Advisory Committee of state and local agencies, senior 
advocacy and consumer groups, and senior volunteers who work together to assist in the 
oversight and promotion of the program. 

• SAIF trains and utilizes hundreds of committed senior volunteers to serve as "local 
trainers" and "local ambassadors" who carry the message to seniors throughout their 
communities. 

• SAIF targets California consumers over the age of 50 with information aimed at 
preventing fraudulent scams and investment and telemarketing practices. 

Florida 


The Florida Office of the Attorney General has developed "Florida Seniors Against Investment 
Fraud (FSAIF)." FSAIF is a new program that works with Seniors vs. Crime, a program that 
provides seniors with information on identifying and reporting fraud, in order to protect oneself 
from fraud. The program uses a grassroots "train the trainer" approach and utilizes the Seniors 
vs. Crime regional directors and state Senior Sleuths to give FSAIF presentations in appropriate 
communities and to disseminate outreach materials. A toll-free consumer call center will handle 
inquiries and direct consumers to the correct state or federal agency. 
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Your Money, Your Life — Be a Smart Investor: Verify Before You Buy: is the second phase of a 
statewide public education and awareness campaign called Your Money, Your Life. The Verify 
Before You Buy message, sponsored by an IPX grant, is focused on promoting investor education 
among Floridians of all ages and economic levels, and protecting investors ftom financial scams. 
The Verify Before You Buy initiative includes 1) statewide radio and television public service 
announcements, 2) billboard advertising, 3) brochures on smart investing, affinity fraud, and 
investing for seniors, 4) an interactive website for potential investors to find important resources 
and use an on-line tool to search and verify that a broker or company is licensed, 5) an essay 
contest to promote smart investing skills among Florida teens, and 6) has been incorporated into 
nearly 1,000 outreach presentations around the state, reaching more than 86,0000 consumers. 
Florida's public service announcements were replicated from creative and visually appealing 
PSAs used in Pennsylvania and then modified with Florida-specific information. The first 30- 
second ad features an elderly woman who lost money after being pressured to invest on the spot 
with someone who was "so nice" to her. The second features an elderly African-American man 
who laments being scaramed after investing in what was supposed to be a "sure thing." Both ads 
close with the message "Verify Before You Buy" and point viewers to the department's website 
and toll-free consumer helpline. 

Hawaii 

Hawaii has begun placing on-screen movie advertisements in theaters across the state. A slide 
asks theatergoers "Have you been promised more on your money but lost your life savings?" and 
shows a picture of a senior couple reviewing their papers. Information on how to report investor 
fraud is provided on the slide. It is also in the process of creating three television PSAs. Hawaii 
is in the process of visiting every senior center and senior living facility in the state to provide 
financial educational materials and presentations. It seeks to work with various nonprofit and 
government agencies in creating a once-a-month series of presentations on a rotating basis. The 
state has also redesigned its Investor Education web page in order to make it more user fiiendly. 

Idaho 


Idaho has produced senior conference on investor education, and is actively participating in April 
as Financial Literacy Month. It has been giving presentations in senior centers throughout the 
state. The state Securities Bureau has worked to make the "Wall Street Journal Guide to 
Understanding Personal Finance" available at all conferences of its financial literacy 
conferences. 

Illinois 


Illinois s financial literacy programs for seniors include both presentations at senior centers and 
informational booths at senior Health Expos. The state is adopting parts of the California SAIF 
program for use with senior groups. Its quarterly newsletter, Securities Bulletin, is mailed free to 
all secondary schools, police and sheriffs departments as well as all registered broker-dealer 
firms and investment adviser firms in the state (as well as all NASAA members). 

Illinois is looking to further modify its website to reach out better to senior investors. It is 
beginning to work to encourage banks to provide investor education seminars for their 
customers. The state intends to get more involved with businesses and companies to provide 
investor education and protection components at retirement planning seminars. 
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Massachusetts 

The commonwealth has sent a mass mailing (letter and brochure) to senior citizens 
seeking to educate them about variable annuities. It has sent representatives to senior centers to 
speak about variable annuities. The state is also supporting the IPT's “MoneyTrack” series airing 
on public television. 

Montana 


The State Auditor’s Office in Montana has been diligent in its efforts to combat fraud and 
improve consumer education in the state. The State Auditor’s Office has been heavily involved 
in outreach. The office teamed up with other community partners for “Consumer Fraud 
Summits.” The all day events provided speakers and resources on a vast array of consumer fraud 
issues. State Auditor John Morrison was the luncheon speaker and talked about the importance 
of investor education and offered tips on how seniors can protect themselves. The State 
Auditor’s Office held a breakout session in the afternoons teaching people how to recognize 
scams and protect themselves from investment fraud. Himdreds of seniors and other consumers 
attended these events. Four events have been completed so far this year and the coalition will be 
holding more in the summer. This April, the State Auditor’s Office will be holding presentations 
in senior centers across the state to promote “Financial Literacy Month.” This program is 
designed to specifically outreach to seniors and to help them protect themselves. The 
presentations will include information on the most common scams affecting seniors and how to 
combat them. 

Nevada 


The state is working with JumpStart to provide teacher training in financial literacy. They are 
also developing training programs with the Catholic Charities’ Senior Division for service 
providers who work with seniors in need, and are developing a senior-specific handout seniors 
can use to better protect themselves from fraud, complete with the right questions for seniors to 
ask of brokers. 

New Hampshire 

New Hampshire negotiated a $5 million dollar securities settlement with the Tyco Corporation in 
2003. The settlement stipulated that the settlement be used for investor education. With the 
settlement money, the state established the Center for Public Responsibility and Corporate 
Citizenship. Bureau of Securities Director Mark Connolly sits on the Center's Board of Directors 
and Secretary of State William Gardner serves as its Chairman. 

In recent months the Center awarded a $250,000 grant to the New Flampshire JumpStart 
Coalition. This funding will be used to substantially expand JumpStarfs financial literacy 
programs for students. The Center also awarded a grant to the business school at The University 
of New Hampshire for the purpose of designing and implementing a series of educational 
seminars to be held across the state in coming years. In addition, the Center hopes to help 
establish and fund a corporate governance program within the University of New Hampshire. 

The state also continues to run PSAs targeting senior investors on New Hampshire public 
television. 
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New Jersey 

The New Jersey Bureau of Securities has recently implemented a new program called the "New 
Jersey Investor Education and Protection Program." The Bureau has developed a multi-pronged 
statewide project in an attempt to arm citizens with investor education and protection messages. 
Outreach methods include Radio and TV public service announcements (PSAs), billboard 
advertising, direct mail to seniors, Consumer University for teens, and an interactive investor 
protection website program. In addition, the Bureau is developing and distributing printed 
investor education mini-guides. The outreach will also serve to increase awareness of the New 
Jersey Bureau of Securities and the services they can provide to New Jersey investors. 

New York 

New York has recently expanded its outreach program, especially to seniors. The Investment 
Protection Bureau now has new packages of investor education handouts and has developed 
speaker's materials for use by staff for investor protection presentations. The Bureau is also in 
the early stages of planning a full day Town Meeting style program for 2006 with a state law 
school. 

Ohio 

Ohio’s Division of Securities continues to hold free informational seminars on financial literacy 
around the state. Titled "Buy Smart, Borrow Smart, and Invest Smart," the educational events are 
promoted in the commimity and last approximately two hours with speakers from the various 
agencies providing presentations. 

Ohio recently sent letters to teachers, civic groups and senior citizen centers informing them of 
the availability of speakers from the agency. During the first six months of 2005, the agency 
gave 51 presentations to senior groups and had a total attendance of over 23-00. One such event 
was at the Adams County Senior Center Fair, which was attended by 385 seniors. The state plans 
on giving more presentations in the future. 

The Division of Securities was in attendance at the Summer 2005 Ohio State Fair, which was 
attended by over 800,000 Ohioans. The agency also held an educational Ohio Securities 
Conference in October. The event will be open to the public. 

Oregon 


The Oregon Investor Information Coordinator constantly crisscrosses the state making 
presentations to senior centers, assisted living facilities, community meetings at libraries and 
colleges, and civic clubs (Kiwanis, Rotary, Lions, etc.), among others. 

The state is also working on PSA campaign, and a CCTV/cable access initiative to disseminate 
investor education information to underserved areas of Oregon. 

During the summer of 2006, Oregon plans on hosting a series of “Financial Fridays” lunch 
presentations from various financial related speakers for state workers outside on the capital 
mall. 
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Pennsylvania 

Pennsylvania has produced an educational series for the state’s public television system called 
MoneyTrack that features real people dealing with real financial and investment issues. The 
topics covered include how mutual funds work and how they charge fees, how to identify and 
avoid common investment scams (especially for seniors), investing versus gambling, resources 
for economically disadvantaged families, understanding investment research, how to decide 
whether you need a financial advisor and how to choose an advisor, corporate behavior and 
explanation how investors are protected, managing your credit, planning for retirement, 
financing long-term care, long-term care explained, as well as many others. It has also offered 
Money Matters seminars targeted directly towards seniors, run by representatives of the 
Pennsylvania Securities Commission. 

Tennessee 


Tennessee’s Securities Division is working with other state agencies to produce Consumer 
Services Workshops across the state. These workshops draw attendees of all ages, from high 
school students, middle-aged adults and senior citizens. They also have attendees from banking, 
senior care and teaching professions. 

Texas 


Texas is doing presentations across the state for individual groups as well as speaker and panel 
participation at conferences such as the Texas Retired Teachers Association and the Conference 
on Aging. This is the second year for the agency to participate as an exhibitor at these two 
conferences, which has lead to them being invited to participate at senior fairs and expos 
statewide. 

Utah 

The Utah Division of Securities, in conjunction with the Utah Division of Consumer Protection, 
Utah Attorney General, and AARP Utah, is conducting a series of Consumer Education Summits 
designed to educate seniors and other citizens about the issues of securities fraud, identity theft, 
charitable solicitations, and mail/telephone solicitations. The Utah Division of Securities will 
have held 20-30 events by April 2006. The summits will range in size from as few as 10 people 
in rural Utah to 200 people in Salt Lake City. 

Wisconsin 


The Financial Literacy Section of the Wisconsin Department of Financial Institutions has 
developed numerous investor education brochures and related materials on a variety of 
investment, financial, and consumer education matters. Specifically with regard to outreach to 
seniors, the Section sponsors numerous outreach activities, including multi-media presentations 
around the state on the specific subject of “How Seniors Can Keep from Being Victimized by 
Investment Fraud.” 
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Wisconsin is involved as a participating state in a recently announced (February 2006) national 
investor education initiative directed specifically at seniors entitled the “Campaign for Wise and 
Safe Investing." It is a joint program of the National Office of the American Association of 
Retired Persons (“AARP”) and the Investor Protection Trust (“IPT”) that is providing funding to 
a coalition of 30 states to provide much-needed investor education and protection to age 50+ 
investors and potential investors. Participating states will be able to use all of the materials 
developed at the national level and will collaliorate with their respective AARP state offices to 
develop a quality state campaign to bring investor education and protection to the senior citizens 
in their states. 

The National Campaign materials will begin to be released to participating states in April. The 
Financial Literacy Section of Wisconsin's Department of Financial Institutions already has had 
its initial planning meeting with representatives of the Wisconsin AARP Office to organize five 
major "Events" focusing on financial education for seniors to take place in separate major 
population areas in Wisconsin beginning this fall. 
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SENIORS "TAKE CONTROL” AND PROTECT YOURSELF 
FROM BECOMING A VICTIM OF SECURITIES FRAUD 


1 . Don't be a "courtesy victim.” You may be from a generation that was taught to be courteous at all times to phone 
callers, as well as people who visit you at home. C<m artists will not hesitate to exploit the good manners of a potential 
victim. When a stranger asks for your money, you should proceed with the utmost caution. You are under absolutely 
no obligation to stay on the telephone with a stranger or allow them in your home. In these circumstances, it is not 
impolite to explain that you are not interested and hang up the phone or ask a stranger to leave your premises. If you are 
lonely and in need of companionship, don't make the mistake of seeking it from someone whose only real interest is to get 
his or her hands on your money. 

2. Sav "no” to any investment professional or con artists who presses you to make an immediate decision. Before 
investing check out the salesperson, firm and the investment opportunity itself Extensive background information on 
investment salespeople and firms is available by contacting the Alabama Securities Commission. Almost all investment 
opportunities must be registered for sale in the state in which you live. Your state securities agency can tell you if the 
investment opportunity is properly registered. Before you part with your hard-earned savings, get written information 
about the investment opportunity, review it carefully, ^d make sure that you understand all the risks involved. 

3. Always stay in charge of vour money . A stockbroker, financial planner or telemarketing con artist who wants your 
money will be more than happy to assure you that he or she can handle everything, thereby relieving you of the need to 
watch over and protect your nest egg. Beware of any financial professional who suggests putting your money into 
something you don't understand or who urges that you leave everything in his or her hands. Constant vigilance is a 
necessary part of being an investor. If you understand little about the world of investments, take the time to educate 
younself or involve a family member or a professional, such as your banker, before trusting a stranger who wants you to 
turn over your money and then sit back and wait for results. 

4. Watch out for salespeople who prey on vour fears . Con artists know that many Americans worry they will either 
outlive their savings or see all of their financial resources vanish overnight as the result of a catastrophic event, such as a 
costly hospitalization. Swindlers and abusive salespeople often pitch schemes as an opportunity for you to build up life 
savings to the point where such fears are no longer necessary. Remember that fear and greed can cloud your good 
judgment and leave you in a much worse financial posture. An investment that is right for you will make sense 
because you understand it and feel comfortable with the degree of risk involved. 

5- Don't let embarrassment or fear keep you from reporting investment fraud or abuse . People who fail to report that they 
have been victimized in financial schemes often hesitate out of fear or embarrassment that they will be will be judged 
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incapable of handling their own affairs. Some senior citizens have indicated that they fear that their victimization will be 
viewed as grounds for forced institutionalization in a musing hmtie or otiier facility. If you think you have been 
scammed, the sooner you contact ASC the greater the chance of stopping the fraudster and regaining some of your 
lost money. 

6. Beware of "reload" scams . Younger victims who are ripped off by swindlers have time to pick themselves up and 
restore some or all of their losses through new earning. Most older victims have a finite amount of money that is unlikely 
to be replenished in the event of fraud. The result Is a panic that is well known to con artists, who have developed 
schemes to take a "second bite” out of senior citizens who already have been victimized. Faced with a loss of funds, 
some senior citizens will go along with another scheme (blowing themselves to, in effect, be reloaded) in which the con 
artists promise to make good on the original funds diat where loa... and possibly even generate new returns beyond those 
originally promised. When a si^ificant loss occurs contact ASC to check out the person who invested your money 
before investing more. 


Contact ASC for inquiries regarding securities broker-dealers, agents, investment advisers, investment adviser 
representatives, and financial planners, the registration status of securities, to report suspected fraud, or obtain 
consumer information. Call: 1-800-222-1253 Fax:1-334-242-0240 Email: asc@asc.alabama.gov 

Write: Alabama Securities Commission 

770 Washington Avenue, Suite 570 
Montgomery, Alabama 36130-4700 

The internet is a ^eat source of free investment information the ASC website at; www.a$c.state.al.us 



Message from the Director, Joseph P. Borg 
Dear Investor, 

The Alabama Securities Commission (ASC) regulates the securities industry in Alabama. 

ASC is committed to protect investors against securities fraud and provides aggressive 
enforcement actions against any firm or individual who has violated the Alabama Securities 
Act or other state and federal statues to the detriment of Alabama investors. 

The A labama Securities Act provides for the licensing and regulMion of securities broker-dealers, agents, 
investment advisers and investment adviser representatives, and financial planners. ASC regulates the individual 
securities through registration. All of the above entities must be registered with the ASC to conduct business in 
Alabama unless subject to a statutory exemption from registration. 

ASC promotes financial literacy to all citizens and students in Alabama by providing presentations, free 
information and access to curriculum few financial literacy education. 

Prepare yourself to make an informed investment decision! Contact the Alabama Securities Commission to 
determine if the representative and finn with whom vou wish to do business are properly registered in Alabama. Also, the 
Cmmission staff can provide free information relating to the disciplinary history tcomolaints. civil law suits. etc.V 
sducational background and work experience of a fimi or representative. 
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Advice for Delaware Investors 


i-j^.nning for the future, saving 
money, and making careful invest- 
ments are smart moves. Most 
financial professionals are honest 
and most investments are legiti- 
mate. Some are not. Dishonest 
sales practices and securities fraud 
are serious problems. One purpose 
of the securities laws (also called 
"Blue Sky laws”) is to ensure that 
investors are given information 
concerning all risks before they 
make an investment decision. 
Many problems and losses can be 
avoided by taking time to carefully 
review and evaluate possible 
investments. 

Before You Invest 

Set Goals. Whether you invest on 
your own or with the help of a 
financial professional, understand- 
ing your personal financial needs 
and setting goals are the first steps 
in seiecting investments that arc 
right for you. 

Make a list of your financial goals. 
Be specific. Estimate dollar 
amounts needed for each goal when 
possible. Create a time line to chart 
the dates by which you hope to 
ac hieve each goal. Write down any 
teerns you may have about 
esttnent risks. Use these criteria 
as a guide when you begin 
researching different investment 
opportunities. 

Tip: Set specific goals to 
keep gour fnvestmertts on 
target. Be luary of invest- 
ment opportunities that 
seem too good to be true. 

Review Your Budget. Review your 
household budget and decide how 
much money you can afford to 


invest. This will determine the 
amount of risk you are able to 
assume. If an investment will affect 
your ability to meet your regular 
living expenses, it may not be suit- 
able for you. If you choose to 
assume more risk, consider how a 
loss would affect your bud^t 
should the investment fail to per- 
form as expected. 

Research Investments. Request 
written information describing 
each investment that you are con- 
sidering and read it thoroughly. 
Pay attention to how your mon^ 
will be used, the terms of the con- 
tract, fees, and any potential con- 
flicts of interest. Avoid investing on 
the basis of “inside infoimation* or 
rumors of future company actions 
that may never take place. If you 
have questions or concerns, con- 
tact the salesperson and request 
that the answers be pul in writif^. 
If you cannot obtain any written 
information or notice incwisisten- 
cics in the sales pitch, avoid the 
investment. 


Tl^: AU investments Have 
risks. Do not sign on Invest- 
ment contract until you 
understand and agree to all 
of the terms. 

Oo a Background Check. Before 
you make your first payment to the 
salesperson or investment compa- 
ny. take time to do a background 
check. Contact the Delaware 
Securities Commissioner to verily 
that the salesperson is licensed to 
sell securities and that the invest- 
ment has been registered for sale in 
Delaware, even if the offer is from 


another state. Agency staff can tell 
you if there have been disciplinary 
actions taken agairrst the sales- 
person or company due to a viola- 
tion of st^e and/or federal securi- 
ties laws. This is a free service. 
Call the Delaware Securities 
Division at (302) 577-8935. 

After You Invest 

Keep Good Records. Like careful 
planning, good record-keeping is 
also an important part of invest- 
ii^. It will help you stay involved 
with and in control of your invest- 
ments. Accurate records can doc- 
ument “your side of the story" in 
the event you ever experience 
problems with a salesperson or 
investment company. 

Take notes. Write down the name 
of each investment that you make 
and how to contact the salesper- 
son or company. Note the dates 
and times of communications with 
your broker and record any 
actions that affect your account(a). 
Read account statements. Verify 
that all transactions were complet- 
ed accurately. If you do not receive 
regular statements, contact the 
salesperson or company. 

Report problems Immediately . If 
you discover unusual or suspi- 
cious activity in your accountis), 
contact the saiesperaon or invest- 
ment company in writing. Use 
your notes and records to support 
your claim. If the problem per- 
sists. notify (he Delaware 
Securities Commissioner. 

Tip: Keep alt of your 
account statements, notes, 
and other Inoeatment 
records In a file for future 
r^ormce; 


Investor Alert! 

The techniques listed below are 
examples of misleading or dishonest 
sales practices. If you experience 
any of these, contact the Delaware 
Securities Commissioner for more 
information before you invest. 

■ Unsolicited offers from 
strangers via the telephone, nutil, or 
Internet. 

■ Claims of a “guaranteed’ profit 
or that an investment is “risk-free” 
because it is “insured” by an out- 
side company. 

■ “Gift,’ “retirement,” or “sup- 
port” clubs that require you to make 
a cash "contribution’ (investment) 
and recruit new members 
(investors). 

■ Investment deals involving 
“prime” or “world" banks or over- 
seas funding sources. 

■ A salesperson who relies on 
strotig emotions or personal beliefs 
to gain your trust and influence (or 
pressure) your investment deci- 
sions. 

■ A salesperson who borrows 
money, from you or loans money to 
you in order to get in on an invest- 
ment. 

■ A salesperson who is reluctant 
to let you sell out of an investment 
or who offers to “make up” any loss- 
es with a new investment opportu- 
nity. 

If you suspect problems with an 
investment, notify the Delaware 
Securities Commissioner at (302) 
577-8424. You may be able to help 
keep others from becoming victims 
of fraud. 



Checking Out Your 
Investment Professional 


Before you choose an investment profes- 
sional to manage your life savings, you owe 
it to yourself to check his or her back- 
ground. The Delaware Division of 
Securities offers this service to 
Delaware Investors. Our office has 
access to national databases which 
contain information on securities 


brokers, investment advisers, and the firms where 
they work- This information includes employment 
history, education level, client complaints, discipli- 
nary history and regulatory action against the firm 
or the investment professional. if you are a 
Deiaware resident and would like to receive this, 
information free of charge, please call (302) 577- 
8935. 


AOVEFTnsEMENT 

State of Ddawa^e 
Dt^rartment of Justice 

What to Expect at Lunchtime Investment Seminars: 
There’s No Such Thing as a Free Lunch 

Many seniors receive invicadons in the mail to free lunch or dinner seminars sponsored by brokers or financial advisers. 

The invitations usually describe the meetings as no-obltgation opportunities to learn about new investment services or 
products. A lunch or dinner meeting is one way that financial professionals reach out in the community to find new 
clients: you are ^tting your ‘‘free” meal in exchange for your time and attention to the sales pitch. While the vast majority 
of people who host these free meetings are honest, hardworking individu^, the Delaware Attorney General s Office wants 
you CO be aware chat, on occasion, improper sales practices do occur during these investment sales pitches. Here arc some 
tips for savvy senion who plan to attend these seminars: 

Proper Registration 

Find out whether the seminar promoter and products (mutual fimds, stocks, and so on) are properly registered ro do business 
in the State pf Delaware. Call the Attorney Generals Office - Securities Unit before you go to the seminar at (302) 577-8935 
to get this information. If the seminar promoters are properly registered, we can give you their disciplinary history. If they 
are not properly registered, chances are diat you are better off dealing with someone else. Pppt judge a book bv its cover- 
lust because the seminar promoters seem competentaod ethicaLdpesnt nccessariJyjDcan. that they arc-- 

Fees and Penalties 

It is important to always ask about fees, commissions and penalties that could be incurred if you switch to a different invest- 
j ment professional. Make sure that the seminar promoter explains all fees involved in the services or products he or she is try- 
ing to sell. There may be tax comequences (capital ^ns) and transactional or surrender fees involved in retaining a new finan- 
cial professional. The seminar promoter should be willing to candidly explain ail costs, fees, penalties and tax consequences 
occasioned by the movement of your account to another firm. 

Promises and pFcssiue 

Beware of “coo-gOod-to-be-true” promises. If they sound too ^>od to be true, they arc probably not legitimate. By the same 
token, be wary of higfi pressure sales tactics. If you fed like you arc being pressured to make a decision about your invest- 
ments, feel free to say no. If you are told to “buy immediately or the investment opportunity of a lifetime will be gone,” you 
should be very suspicious. You didn’t earn your nest egg overnight, so you shouldn't be expeaed to make hasty decisions about . 
your retirement savings. Always ask questions before you invest, and make sure that you ^t straight answers.. 

Financial Mdntetxance 

Finally, we recommend that you carefully monitor your finances when dealing vrith a broker or Investment adviser. A good 
financial profcaional should be willing and able to explain why a product or service is (or isn’t) suitable for your investment 
objectives. For example, you may be advised to sell consexvativc investment products like certificates of deposit, mutual funds 
or bonds to purchase high risk investments. High risk invotments may not meet the investment objectives of a senior on a 
fixed income. Also, you should carefully review all documents and materials sent to you by your financial adviser, particular- 
ly any statements or transition confirmation slips. If there is an error or you don't underitand an entry, call your financial 
professional ri^t away. By carefully monitoring your finances, you can ask the ciucia! questions to ensure that your invest- 
ment plan is appropriate for your circumstances and needs. 

While diere s no such thing as a truly ‘ free lunch,” with this advice, you’ll be all the wiser the next time you dotide to attend 
one of these free seminars, i^ways investi^te before you invest. Asking questions will maximize your understanding of 
^ whether new investment services and products ae right for you. 



if you think you have been the victim of financi al ousconduct or fraud, please caU the Attorney Goxeraf’s Office 
Securities Unit at (302) 577-8424 (New Castle County) or (800) 22(i-5424 (Kent and Sussex Counties). 
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The Pennsylvania Securities Commission 
1010 N. 7th Street 
Harrisburg, PA 17102-1410 

Fraud Aimed at Older 
Americans 

Older Americans are the No, 1 target of con artists. The files of the Pennsylvania Securities 
Commission and other state securities agencies are filled with tragic examples of seniors who 
have been cheated out of savings, windfall insurance payments and even equity in their homes. 

DEFENSE TIPS: 

To prevent more people from becoming victims, the North American Securities Administrators 
Association offers these defense tips: 

1 . Don't be a courtesy victim. Older Americans often extend hospitality to phone callers and 
visitors to their homes. Con artists will not hesitate to exploit the good manners of a 
potential victim. 

You are under no obligation to stay on the phone with a stranger who wants your money. 
It is not impolite to explain that you are not interested and hang up. Save your good 
manners for friends and family members not swindlers. 

2. Check out strangers. Too many older Americans make the mistake of trusting strangers 
when it comes to their finances. Say "no" to anybody who presses you to make an 
immediate decision, giving you no opportunity to check out the salesperson, the firm or 
the investment opportunity. Before you part with your hard-earned savings, get written 
information about the investment, review it and make sure that you understand all of the 
risks. 

A favorite tactic of telemarketing con artists is to develop a false bond of friendship. 
Swindlers know that many seniors welcome phone calls, even those from strangers. If 
you are dealing with a stockbroker or financial planner in person, don't be swayed by 
offers of unrelated advice or assistance that are merely efforts to develop a sense of 
friendship and dependence. Don't seek companionship from someone whose only real 
interest is to get his hands on your money. 

3. Always stay in charge of your money. Beware of any financial professional who suggests 
putting your money into something you don’t understand, or who urges you to leave 
everything in his hands. Constant vigilance is a necessary part of being an investor. 

If you understand little of the investment world, educate yourself or involve a family 
member or a professional, such as your banker or lawyer, before trusting a stranger who 
wants you to turn over your money. 
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4. Never judge a person's integrity by the sound of his voice. Successful con artists sound 
professional and can make the flimsiest investment deal appear as safe and sound as 
putting money in the bank. 

Some swindlers combine their sales pitches with polite manners, knowing that many 
seniors equate good manners with integrity. Remember that the sound of a voice 
particularly on the phone has no bearing on the soundness of an investment opportunity. 

5. Watch out for salespeople who prey on your fears. Con artists know that many seniors 
worry about outliving their savings or losing their financial resources to a catastrophic 
event, such as hospitalization. It is common for swindlers and abusive salespeople to 
pitch their schemes as ways to build up life savings to the point where fears aren't 
necessary. 

Fear and greed can cloud your good judgment and leave you in a worse financial 
posture. An investment that is right for you will make sense because you understand it 
and feel comfortable with the level of risk involved. 

6. Exercise particular caution if you are an older woman with no experience handling 
money. Many women who are in their retirement years received little or no education 
about handling money when they were young. They often relied on their husbands for 
major money decisions. As a result, older women particularly those who received 
insurance payments for the death of a husband are prime targets for con artists. 

7. Monitor your investments and ask tough questions. Too many seniors compound the 
mistake of trusting unscrupulous salespeople by failing to keep an eye on the progress of 
an investment. Insist on regular written and oral reports. Look for signs of excessive or 
unauthorized trading of your funds. Don't be swayed by an assurance that such practices 
are routine or in your best interests. 

8. Look out for any trouble retrieving principal or cashing out profits. Because unscrupulous 
promoters pocket the funds of their victims, they often go to great lengths to explain why 
an investor's savings are not readily accessible. In many cases, they pressure the 
investor to roll over non-existent profits into new and even more alluring investments, 
further delaying the point at which the fraud will be uncovered. 

If you are not investing in a vehicle with a fixed term, such as a bond, then you should 
receive your funds or profits within a reasonable amount of time. 

9. Don't let embarrassment or fear keep you from reporting investment fraud or abuse. 

Older Americans who fail to report that they have been victimized often hesitate out of 
embarrassment or fear that they will be judged incapable of handling their own affairs. 
Con artists know about such sensitivities and even count on these fears to prevent or 
delay the point at which authorities will be notified of a scam. 

Most money lost to investment fraud isn't recovered beyond pennies on the dollar. 
However, if you recognize that you have been victimized and speak up promptly, you 
might recover some or all of your funds. 

1 0. Beware of "reload" scams. Most older Americans deal with a finite amount of money that 
is unlikely to be replenished in the event of fraud or abuse. Faced with a loss of funds, 
some seniors will go along with another scheme a "reload" in which the con artist 
promises to make good on the original funds that were lost. Too often, the result is that 
unwary seniors lose whatever savings they have left in the wake of the original scam. 
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Missouri Secretary of State 
Securities Division 
600 West Main Street 
P.O. Box 1276 
Jefferson City, MO 65102 
Investor Protection Hotline 
1-800-721-7996 

A Senior’s Guide to Avoiding Investment 
Fraud 

Older Americans are the number one target of investment con artists. Additionally, 
stockholders and financial planners who engage in abusive practices often seek out the 
elderly. The files of the Missouri Securities Division and other state securities agencies 
are filled with tragic examples of senior citizens who have been cheated out of savings, 
insurance payments, and even the equity in their own homes. Fortunately, such 
victimization can be avoided by following ten self-defense tips developed for older 
Americans by the Securities Division of the Office of the Missouri Secretary of State and 
the North American Securities Administrators Association. 

How Older Americans Can Avoid Investment Fraud 
and Abuse 

1 . Don't be a "courtesy victim." Older Americans are of the generation that was 
taught to be courteous at all times to phone callers, as well as to people who visit 
them at home. Con artists wilt not hesitate to exploit the good manners of a 
potential victim. Remember that a stranger who calls and asks for your money is 
to be regarded with the utmost caution. You are under absolutely no obligation to 
stay on the telephone with a stranger who wants your money. In these 
circumstances, it is not impolite to explain that you are not interested and hang up 
the phone. Save your good manners for friends and family members, not 
swindlers! 

2. Check out strangers touting "strange" deals. Trusting strangers is a mistake 
that all too many older Americans make when it comes to their personal finances. 
Say "no" to any investment professional or con artists who presses you to make an 
immediate decision, giving you no opportunity to check out the salesperson, firm 
and the investment opportunity itself. Extensive background information on 
investment salespeople and firms is available from the Central Registration 
Depository (CRD) files available from the Missouri Securities Division ’s Investor 
Protection Hotline 1-800-721-7996. Almost all investment opportunities 
promoted to Missouri investors must be registered for sale with the Missouri 
Securities Division. The Securities Division can tell you if the investment 
opportunity is properly registered. Before you part with your hard-earned savings. 
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get written information about the investment opportunity, review it carefully, and 
make sure that you understand all the risks involved. 

A favorite tactic of telemarketing con artists is to develop a false bond of 
friendship with older Americans. Svrindlers know that many senior citizens 
welcome phone calls, even those from complete strangers. If you are dealing in 
person with a stockbroker or financial planner, do not be swayed by offers of 
unrelated advice and assistance that are merely efforts to develop a sense of 
friendship and dependence. Don’t make the mistake of seeking companionship 
from someone whose only real interest is to get his or her hands on your money. 

3. Always stay In charge of your money. A stockbroker, financial planner or 
telemarketing con artist who wants your money will be more than happy to assure 
you that he or she can handle everything, thereby relieving you of the need to 
watch over and protect your nest egg. Beware of any financial professional who 
suggests putting your money into something you don’t understand or who urges 
that you leave everything in his or her hands. Constant vigilance is a necessary 
part of being an investor. If you understand little about the world of investments, 
take the time to educate yourself or involve a family member or a professional, 
such as your banker, before trusting a stranger who wants you to turn over your 
money and then sit back and wait for results. 

4. Never judge a person’s integrity by how they sound. All too many older 
Americas who get wiped out by con artists later explain that the swindler sounded 
like such a nice man or woman. Successful con artists sound extremely 
professional and have the ability to make even the flimsiest investment deal sound 
as safe and sound as putting money in the bank. Some swindlers combine 
professional-sounding sales pitches with extremely polite manners, knowing that 
many older Americans are likely to equate good manner with personal integrity. 
Remember the sound of a voice, particularly on the phone, has no bearing on the 
soundness of an investment opportunity. 

5. Watch out for salespeople who prey on your fears. Con artists know that many 
older Americans worry they will either outlive their savings or see all of their 
financial resources vanish overnight as the result of a catastrophic event, such as a 
costly hospitalization. As a result, it is common for swindlers and abusive 
salespeople to pitch the schemes as a way for older Americans to build up their 
life savings to the point where such fears are no longer necessary. Remember that 
fear and greed can cloud your good judgment and leave you in a much worse 
financial posture. An investment that is right for you will make sense because you 
understand it and feel comfortable with the degree of risk involved. 

6. Exercise particular caution if you are an older woman with no experience 
handling money. Ask a con artist to describe his ideal victim and you are likely 
to hear the following two words: "elderly widow." Sadly, many women who are 
now in their retirement years often received little or no education in their youth 
about how to handle money. Women of this generation often relied on their 
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husbands to handle most of all major money decisions. As a result, older women, 
particularly those who have received insurance payments in the wake of their 
spouse's death, are prime targets for con artists. Elderly women who are on their 
own and have little know-how about handling money should always seek the 
advice of family members or a disinterested professional before deciding what to 
do with their savings. One excellent resource available nationwide is the Women's 
Financial Information Program at the American Association of Retired Persons 
(AARP). For more information, write: "Women's Financial Information 
Program," AARP Consumer Affairs, 601 E Street, NW, Washington, DC 20049. 

7. Monitor your investments and ask tough questions. Too many older 
Americans not only trast unscrupulous investment professionals and outright con 
artists to make initial financial decisions for them, but compound their error by 
failing to keep an eye on the progress of the investment. Insist on regular written 
and oral reports. Look for signs of excessive or unauthorized trading of your 
funds. Do not be swayed by assurances that such practices are routine or in your 
best interests. Do not permit a false sense of fnendship or trust keep you from 
demanding a routine statement of your savings. When you suspect that something 
is amiss and get unsatisfactory explanations, call your state securities agency and 
make a complaint. 

8. Look for trouble retrieving your principal or cashing out profits. Many older 
Americans have little ongoing need for investment funds, white others require 
returns that are paid out regularly in order to supplement limited incomes. If a 
stockbroker, financial planner or other individual with whom you have invested 
stalls you when you want to pull out your principal or profits, you may have 
uncovered someone who wants to cheat you. Since unscrupulous investment 
promoters pocket the funds of their victims and go to great lengths to explain why 
an investor's savings are not readily accessible. In many cases, they will pressure 
the investor to "roll over" non-existent "profits" into new and even more alluring 
investments, thus further delaying the point at which the fraud will be uncovered. 
If you are not investing in a vehicle with a fixed term, such as a bond, you should 
be able to receive your funds or profits within a reasonable amount of time. 

9. Don't let embarrassment or fear keep your from reporting investment fraud 
or abuse. Older Americans who fail to report that they have been victimized in 
financial schemes often hesitate out of embarrassment or the fear that they will be 
Judged incapable of handling their own affairs. Some senior citizens have 
indicated that they fear that their victimization will be viewed as grounds for 
forced institutionalization in a nursing home or other facility. Recognize that con 
artists know about such sensitivities and, in fact, count on these fears preventing 
or delaying the point at which authorities are notified of a scam. While it is true 
that most money lost to investment fraud is rarely recovered beyond pennies on 
the dollar, there are also many cases in which older Americans who recognize 
early on that they have been misled about an investment are then able to recover 
some or all of their funds by being a "squeaky wheel." If you feel you have been 
defrauded, contact the Securities Division immediately. 
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10. Beware of "reload" scams. Younger Americans who are ripped off by swindlers 
are fortunate to the extent that they have the opportunity to pick themselves up 
and restore some or all of their losses through new earnings. Most older 
Americans, however, are dealing ■with a finite amount of money that is unlikely to 
be replenished in the event of fraud and abuse. The result is a panic that is well 
known to con artists, who have developed schemes to take a "second bite" out of 
senior citizens who already have been victimized. Faced with a loss of funds, 
some senior citizens will go along with another scheme (allowing themselves to, 
in effect, be reloaded) in which the con artists promise to make good on the 
original funds that were lost... and possibly even generate new returns beyond 
those originally promised. Though the desire here to make up lost financial 
ground is understandable, all too often the result is that unwary senior citizens 
lose whatever savings they have left in the wake of the initial scam and possibly 
more in the second scam. 


Remember, when in doubt, make no promises or commitments, no matter how tentative. 
It is far better to wait and lose an opportunity than to take the plunge and lose everything. 
When hounded on the phone by an aggressive promoter, do not be afraid to hang up 
without explanation. You don't owe the caller anything, no matter how nice the caller 
may seem. In fact, this kind of solicitation is an invasion of you privacy, and may be a 
violation of federal and state law. 
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Knowledge is power. The following checklist is designed ai.a quick reference to help investors ask the right 
questions before making an investment. Once your questions hove l:«en answered, contact your state securities 
regulator, or other appropriate state agency, to verify Ae information. 

REMEMBER: The time to ask questions is before you invest your hard-earned money. 

SEUER/AGENT INFORMATION 

Today's Date: 

Seiler/ Agent Name: 

Company/Business Name: 

Company/Business Address; 

What are you offering?: 

1 . How did you get my name? 

2. Is this investment guaranteed? Oy®s 

3. What licensefs) do you hold that authorizes you to sell this product or service? 

UCENSE TYPE UCENSE INFORMATION 

Insurance License License No: 

Securities License CRD No; 

Accountant License CPA No: 

• Real Estate License DRE license No: 

Other: Exploin 

4. Is this investment registered? O Montana State Auditor's Office 

O Securities & Exchange Commission O Other 

5. Please send me copies of the company's financial statements. Q yes Q no 

and a list of customers i can call 

6. What are the commissions and fees? 


7. Send me a prospectus or offering materiol. C)yes 

8. Your telephone number so 1 can calf you. 

9. Will you call my stockbroker/lawyer/banker with the same offer so I can ask 
for a second opinion? Oyes C^no 

10. How is my principal being used and will I have access to it? 


access O y®5 O 


invesfetoiart 
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Senator Kohl. Thank you very much, Ms. Struck. 

Ms. Walter. 

STATEMENT OF ELISSE B. WALTER, EXECUTIVE VICE PRESI- 
DENT, REGULATORY POLICY AND OVERSIGHT, NATIONAL 

ASSOCIATION OF SECURITIES DEALERS (NASD), WASH- 
INGTON, DC 

Ms. Walter. Thank you, Senator Kohl. 

Good morning. I am Elisse Walter, executive vice president of 
NASD. 

On hehalf of NASD, I would like to thank you and the Com- 
mittee for holding this hearing and for inviting us to testify today 
about our work to protect investors, particularly the elderly. This 
is a terribly important subject, and the Committee is to be com- 
mended for addressing it. 

We have prepared a more detailed and comprehensive written 
statement and, with your permission, will submit it for inclusion in 
the record. 

NASD was founded more than 60 years ago as part of the Gov- 
ernment’s response to the market crash of 1929 and the Great De- 
pression. The Federal Government designated NASD as the private 
sector regulator for the securities industry with the mission of pro- 
tecting investors. 

Under Federal law, every securities firm doing business with the 
public must register with NASD. Our mission includes writing 
rules that govern securities firms and their employees, enforcing 
those rules, and sanctioning those who fail to comply. On average, 
we bring more than 1,000 new disciplinary actions every year, with 
sanctions ranging from censures to fines and suspensions to expul- 
sion from the industry. 

Every year, we bring cases against those who have specifically 
targeted the elderly. When we encounter fraud that is outside our 
jurisdiction — for example, in cases involving investment advisors — 
we refer cases to criminal authorities, the States, and the SEC. 

Senator Kohl, as you said in your opening statement, the first 
step is education. So, in addition to enforcement, my testimony 
today focuses on what we at NASD are doing to educate investors 
so they can avoid problems before they occur. 

In addition to our investor alerts, which alert the public to cur- 
rent schemes, we also reach out to seniors through our investment 
forum programs attended by more than 7,500 investors, including 
many older citizens. Last year, we opened a new office in Boca 
Raton, EL, due to the growth of problematic activity in that area 
targeted at retirees. 

Our Investor Education Foundation has awarded grants directed 
to senior concerns. For example, a grant to WISE Senior Services, 
which is working in collaboration with the AARP, to discern the 
reasons why the elderly are more frequently victimized by invest- 
ment fraud. Among other things, they are exploring the theories of 
con artists for what makes an easy target. 

This fall, we are starting a multi-million dollar advertising cam- 
paign to direct the public to the investor education resources that 
we offer. For example, we think, as you have heard today already, 
that everyone should know how important it is to do their home- 
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work before they invest and before they give their money to a 
broker. 

NASD’s BrokerCheck Program gives investors easy access to 
background information about firms and individual stock brokers. 
We encourage investors to use it to learn about the conduct of 
those with whom they invest. Investors can access these reports 
through our Web site, www.nasd.com, or a toll-free telephone num- 
ber, 800-289-9999. 

We also encourage seniors and those who care for them to use 
the NASD Web site, where we provide a wide range of tools and 
resources, including the alerts I mentioned and other publications 
directed to individual retail investors. 

Awareness, prevention, and education are major deterrents to in- 
vestment fraud. Unless seniors are armed with the education nec- 
essary to identify and thus avoid attempts at financial exploitation, 
they can more easily fall prey to fraud. 

So what recourse do seniors have if they have been misled or oth- 
erwise treated unfairly? Investors can lodge complaints with 
NASD. Investigating these complaints is a big part of our job. You 
can submit a complaint through our Web site or by contacting one 
of our district office staff by phone or in writing. 

We review every customer complaint, and investors can seek to 
recover their losses through filing a case in our arbitration forum. 
NASD is the largest dispute resolution forum in the securities in- 
dustry. It handles 90 percent of the securities arbitrations and me- 
diations in the country. 

Also, in our routine examinations of broker/dealer firms, NASD 
focuses on sales practice issues, including compliance with our re- 
quirement that a recommendation of a securities transaction be ap- 
propriate for the investor to whom it is made. This is especially im- 
portant when it comes to seniors, who have a more limited time ho- 
rizon for their investments and who may need access to their 
money for long-term care costs. 

NASD also conducts sweeps, a series of targeted examinations 
which may involve particular products, often those that are dis- 
proportionately sold to the elderly. For example, we recently began 
a sweep focusing on the suitability of recommendations to ex- 
change, withdraw funds, or take other distributions from variable 
insurance products in order to fund investments in equity indexed 
annuities and the associated supervision of this activity. 

Another area where we have focused our attention and resources 
is sales seminars, which are often attended by retirees and the el- 
derly. These seminars — with titles like “Asset Protection For Sen- 
iors,” “Common Sense Retirement Strategies,” “Six Mistakes Retir- 
ees Make With Their Finances,” and “Striking It Rich In Retire- 
ment” — sometimes entail high-pressure sales tactics under the 
guise of a free lunch or dinner. 

We have brought a number of enforcement actions relating to 
seminars, and we are joining with the SEC and Florida securities 
regulators to review these seminars. 

The entire financial industry depends on investor confidence. 
NASD exists to bring integrity to the markets and to protect inves- 
tors. As we have all been reminded this morning, lasting confidence 
must be based on good information and sound regulation. 
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Thank you so much for this opportunity to testify, and I would 
be happy to answer any questions you have. 

[The prepared statement of Ms. Walter follows:] 
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Introduction 

Mr. Chairman and Members of the Committee: NASD is grateful to the 
Committee for inviting us to testify about NASD’s work to protect senior investors and 
for allowing us to submit this statement for the record. 

NASD is committed to protecting investors of ail ages through a wide range of 
programs. Our work in two areas is especially relevant to today’s hearing topic: our 
investor education programs aimed at older investors and the work of our regulatory staff 
in combating fraud targeted at seniors. 

Most recently, we have joined with the staff of the Securities and Exchange 
Commission (SEC) and the Florida Office of Financial Regulation in a new initiative 
focused on sales seminars. In this new initiative, we will conduct examinations of firms 
to determine whether they are complying with applicable rules in conducting sales 
seminars and adequately supervising this activity, including the sales literature used. In 
addition, this initiative will have an investor education component to make seniors more 
aware that they may be targets of problematic sales seminars and that investment 
opportunities may be recommended to them that are highly risky or inappropriate for 
them, in light of their age, net worth, overall investment experience, income and 
investment objectives 

Our testimony today will focus on both NASD’s investor education and its 
examination and enforcement roles. 

NASD 


Founded in 1936, NASD is the world’s pre-eminent private-sector securities 
regulator. In 1939, the SEC approved NASD’s registration as a national securities 
association under authority granted by the 1938 Maloney Act Amendments to the 
Securities Exchange Act of 1934. We regulate every broker-dealer in the United States 
that conducts a securities business with the public— about 5,200 securities firms that 
operate more than 108,000 branch offices and employ about 664,000 registered 
representatives. 

NASD rules regulate every aspect of the brokerage business. Our market integrity 
and investor protection responsibilities include rule writing, compliance examinations, 
enforcement, professional training, licensing and registration, dispute resolution and 
investor education. NASD examines broker-dealers for compliance with NASD rules. 
Municipal Securities Rulemaking Board (MSRB) rules and the federal securities laws, 
and we discipline those who fail to comply. Last year, NASD filed 1,399 new 
enforcement actions and barred or suspended 740 individuals from the securities industry. 
NASD has a nationwide staff of more than 2,400 with an operating budget of more than 
$530 million and is overseen by a Board of Governors, more than half of whom are not in 
the securities industry. 
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NASD Investor Education 

Awareness, prevention and education are major deterrents to investment fraud. 
Unless seniors are armed with educational tools necessary to actually identify and thus 
avoid attempts at financial exploitation, they can more easily fall prey to fraud. NASD 
educates seniors and other investors about how to invest wisely and avoid investment 
fraud through its own investor education program and through the NASD Investor 
Education Foundation. 

With results of a 2003 survey showing that an overwhelming 97 percent of 
investors realize they need to be better informed about investing, NASD has responded 
with an expanded array of resources. These include maintaining a prominent investor 
portion of our Web site, www.nasd.com . which features investor alerts and other 
publications directed to individual, retail investors. NASD also reaches investors directly 
through investor forums and other events around the country. 

Investor Alerts and Other Publications 

NASD has issued a number of investor alerts that warn people about potential 
problem products or practices. A number of these alerts focus on products that often are 
targeted for sale to seniors. These include alerts on: 

• Equity-Indexed Annuities 

• Variable Annuities 

• "Stretch” IRAs 

In one of our alerts on variable annuities, we focused on the marketing efforts used by 
some variable annuity sellers to target seniors. For example, as we noted in our alert, one 
scare tactic that has been used with seniors is the claim that a variable annuity will protect 
them from lawsuits or seizures of their assets. Claims like this one are not based on facts, 
but nevertheless help convince older citizens to buy the recommended product. 

Other NASD educational publications contain materials of particular interest to 
investors who have retired or are contemplating retirement. For example, our 401(k) 
Learning Center contains valuable information about withdrawals from that critical 
retirement-funding vehicle. Many seniors may find our Bond Learning Center very 
helpful since they may typically invest a greater percentage of their assets in fixed 
income investments, such as corporate or government bonds. The Bond Center covers all 
types of bonds, from savings bonds, to municipals, to treasuries and agency bonds, as 
well as information about bond funds, including a risk report card for each bond category. 
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NASD BrokerCheck 

A critical first step when doing business with an investment professional is 
knowing who you are doing business with. NASD’s BrokerCheck Program gives 
investors convenient access to information about brokerage firms and individual brokers, 
which, like other NASD tools for retail investors, is available free of charge. We 
encourage investors to use this valuable resource to learn about the disciplinary history, 
professional background, business practices, and conduct of brokerage firms and brokers 
with whom they invest. Through the Web at www.nasdbrokercheck.com or a toll free 
hotline (1-800-289-9999), investors may obtain employment and registration information 
and request a disclosure report. NASD obtains this information from the broker, NASD 
member firms, the SEC and state regulators as part of the securities industry’s registration 
and licensing process. 

Not only is BrokerCheck an essential first step in selecting a broker or firm, but it 
also is a resource that individuals should use periodically to keep tabs on their broker or 
firm. BrokerCheck tells you the states in which a broker is registered to do business. It 
tells you their employment history and whether they have had any disciplinary problems, 
such as certain types of criminal actions, enforcement actions by NASD and other 
regulators, customer complaints and certain investor-initiated arbitrations 

We urge investors to make use of BrokerCheck to learn about their investment 
professionals BEFORE they invest. Investors can also contact their state securities 
department to obtain information about brokers and to lodge complaints. Each state has a 
separate securities department that regulates the securities industry within its boundaries. 

Professional Designation Database 

The North American Securities Administrators Association recently urged seniors 
to carefully check the credentials of individuals holding themselves out as “senior 
.specialists,” noting that individuals u.se these designations to create a false sense of 
comfort among seniors. NASD’s Professional Designation Database, 
http://apps.nasd.com/investor_Information/resources/designations/, is the only tool 
available to investors that helps them to sort through the list of professional designations 
and to better understand what education and experience requirements are necessary for a 
designation. This tool allows investors to see whether the granting organization mandates 
continuing education, offers a public disciplinary process, provides a means to check a 
professional's status, and otherwise ensures that a professional designation is more than 
just a string of letters. 

NASD Investor Education Foundation 

The NASD Investor Education Foundation (NASD Foundation or Foundation) is 
a natural outgrowth of NASD's long-standing mission to protect investors and uphold the 
integrity of the markets. Investors need a better sense of what they are doing and why. 
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Through the Foundation, we meet this need by funding innovative research and 
educational projects aimed at segments of the investing public who could benefit from 
additional resources. 

NASD established the NASD Foundation in December 2003 in response to both 
the current environment in the markets and a survey conducted by NASD that showed 
that investors still have a number of fundamental questions and misunderstandings about 
important investment issues. The Foundation awards grants to fund educational programs 
and research aimed at segments of the investing public who could benefit from additional 
resources. 

One of the NASD Foundation’s grant making priorities has been to better prepare 
older Americans for handling their finances during retirement. In its first two years of 
grant making, the Foundation has funded two grants that focus particularly on older 
Americans. One of those grants is funding development of an interactive game-based 
educational program to provide investor education with an emphasis on retirement 
planning, primarily for 45 to 60 year old women. Funding provided by another grant is 
being used to conduct a series of focus groups and surveys with victims of investment 
fraud and non-victims to learn more about why the elderly are more frequently victimized 
by investment fraud. The grantee will use these findings to determine if a fraud 
vulnerability profile exists for seniors and, if it does, develop practical marketing 
messages to increase investment fraud awareness among seniors. The project is to be 
completed in collaboration with AARP. We anticipate that the project will be completed 
in May 2006. 

Investor Complaints and Dispute Resolution 

NASD’s goal is not only to be a source of critical information for individual 
investors so that they can make better-informed decisions, but also to take direct action to 
protect them. Despite our best efforts to protect investors, however, problems do occur. 
What recourse do investors have if they feel that they’ve been treated unfairly or misled? 

In addition to contacting the securities firm’s compliance department to discuss a 
broker’s unfair or improper conduct, an investor may also lodge a complaint directly with 
NASD. Investigating complaints from investors is a significant function of NASD, and 
we look into all complaints that we receive. Alert investors have helped NASD 
successfully discipline many firms and brokers that have violated NASD rules or the 
federal securities laws. To report a problem, investors may submit complaints online via 
our Web site or send a letter to the NASD Complaint Center. 

Although the vast majority of investors will never need to resolve an investment- 
related problem, all investors should know that NASD operates a dispute resolution 
forum, which handles 90% of securities arbitrations and mediations in the country. To 
get more information, or the forms needed to begin such a process, investors may visit 
our Web site or contact one of the NASD Dispute Resolution offices. By clicking on the 
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Arbitration and Mediation tab at the NASD Web site, investors can access a list of the 
Dispute Resolution regional offices and hearing sites. 

NASD Regulatory Work to Protect Seniors 

As noted above, NASD protects investors by adopting appropriate rules to govern the 
conduct of the securities industry; examining securities firms to determine whether they 
are complying with those rules, both on a periodic basis and in response to customer 
complaints and other red flags; and disciplining firms and brokers who fail to comply— 
imposing sanctions ranging from censures to fines, suspensions and expulsion from the 
industry. In our routine examinations of broker-dealer firms, NASD focuses on sales 
practice issues, including suitability, the requirement that a recommendation of a 
securities transaction be appropriate for the particular investor to whom it is made. 
Misconduct by firms with respect to the accounts of older investors is identified in 
several different ways, including our sales practice reviews, customer grievance reviews 
and advertising/sales literature reviews. 

Mr. Chairman, NASD is particularly concerned about possible sales practice abuses 
in the distribution equity indexed annuities. Equity indexed annuities guarantee the 
purchasers a minimum fixed rate of return, but also provide an added opportunity based 
upon the performance of a stock market index. The status of these products is unclear 
under federal law. Some equity indexed annuities may qualify as securities, in which 
case they can be sold only by a broker-dealer subject to NASD oversight. However, most 
sales of equity indexed annuities are treated as insurance sales and are not made by 
brokers subject to NASD oversight. NASD issued a notice to broker-dealers, urging 
them to consider adopting more complete supervisory procedures with respect to these 
products regardless of how they are treated. Moreover, NASD and the Minnesota 
Department of Commerce have scheduled a roundtable this spring to bring together 
insurance and securities regulators, industry representatives, and consumer advocates, to 
discuss whether all of us can do more to protect investors in equity indexed annuities and 
other annuity products. We hope that the roundtable will represent a significant step 
toward more effective supervision and sales practice compliance with respect to 
insurance products. 

In addition to these policy initiatives, NASD often conducts sweeps, a series of 
targeted examinations, involving particular products and the specified products frequently 
are investments that are sold to the elderly. For example, we recently commenced a 
sweep focusing on the suitability of recommendations to exchange, withdraw funds or 
take other distributions from variable insurance products in order to fund investments in 
equity indexed annuities and the associated supervision of this activity. 

Another area on which we have focused our attention and resources is sales seminars, 
which are often attended by retirees and the elderly. These seminars, with titles like 
"Asset Protection for Seniors,” “Common Sense Retirement Strategies,” "Six Mistakes 
Retirees Make with Their Finances" and "Striking it Rich in Retirement" are of concern 
because they may combine high-pressure sales tactics under the guise of a free lunch or 
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dinner. These seminars have been run by the broker-dealers we regulate, as well as other 
entities we do not regulate, including investment advisers. 

Most of the seminars, although not explicitly targeted at seniors, cover topics that 
would be of interest primarily to seniors and retirees, including asset protection, estate 
planning and taxes. Other topics covered at seminars include “Tax free IRA/dOl K 
Withdrawals” and “CD Alternatives,” as well as real estate investments. The 
advertisements for such seminars sometimes mention a specific product, most commonly 
annuities (variable and equity indexed), followed by insurance, REITs (real estate 
investment trusts) and mutual funds. As noted earlier, NASD is joining with the SEC and 
Florida securities regulators to review these seminars. 

Advertising Regulation 

Broker-dealers use a variety of communications in presenting seminars. For 
example, they may advertise in local newspapers or magazines, or on the radio, and they 
may use direct mailings or mass emails. A variety of communications are used in 
presenting a seminar, including outlines, scripts, PowerPoint slides and notes, handouts, 
workbooks, worksheets and brochures. NASD reviews these communications on a 
routine basis and in the course of special investigations and sweeps. 

Like any other public communication by a broker-dealer, seminar presentations 
must adhere to the content standards of NASD Rule 2210. The rule generally prohibits 
false, misleading or exaggerated statements or claims. The rule requires broker-dealer 
communications to be balanced and to provide a sound basis for evaluating the facts with 
respect to the product or service offered. These standards apply to scripted and 
extemporaneous presentations as welt as any collateral material provided (for example, 
handouts, slides or worksheets). 

In addition to the content standards of Rule 2210. sales materials of any kind used 
by a broker-dealer in connection with a seminar (including advertisements, invitations, 
scripts and outlines) must be approved prior to use and in writing by a registered 
principal of that securities firm. This material may also be subject to filing with NASD 
depending upon its content. Firms must file any sales materials pertaining to mutual 
funds, variable annuities, variable life insurance, unit investment trusts and public direct 
participation programs. They must also file certain seminar materials related to 
government securities, collateralized mortgage obligations and options. 

Enforcement Cases 

NASD has commenced enforcement actions involving a wide range of abuses 
perpetrated on .senior citizens. The abuses typically include making unsuitable 
recommendations of variable annuity purchases; inappropriately switching elderly 
customers from one variable annuity product to another; recommending speculative 
securities and use of margin; facilitating the u.se of home equity to obtain investment 
funds; excessive trading and churning; misrepresentations and omissions; forgery; 
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unauthorized transactions in customer accounts; fraud such as Ponzi schemes; customer 
harassment; and abuse of the arbitration process. 

The sanctions and relief obtained in NASD settlements and decisions have been 
wide ranging, including suspensions, restitution for customers, disgorgement of ill-gotten 
gains and expulsion of firms and individuals from the securities industry. NASD has also 
pursued actions against individuals who have failed to pay arbitration awards obtained by 
seniors. Such actions have either resulted in payments to the individual 
customers/claimants or suspensions from the industry for those who fail to honor their 
claims. A few examples follow. 

Harassment/Arbitration Abuse 

In one recent case, NASD censured and fined Sigma Financial Corporation and its 
President, Jerome Rydell, $135,000 for making frivolous filings in Michigan state court 
to harass and intimidate elderly customers (a husband and wife) who had obtained an 
arbitration award against Sigma. Rydell also was subjected to a 10-business-day 
suspension in all principal capacities and Sigma agreed to reimburse the elderly couple 
the $1 10,000 in attorney’s fees and costs they incurred over three years defending 
themselves against the firm in the Michigan court litigation. 

Unsuitable Recommendations 

In a case involving unsuitable sales of variable annuities and mutual funds, a 
registered representative, John S. Blount, was barred from association with any NASD- 
regulated firm and ordered to pay more than $1.5 million in restitution plus interest to 10 
customers. In one instance, where the customer was a 62-year-old retiree who wanted to 
keep his principal safe and anticipated the need for funds within a few months, Blount 
convinced the customer to invest almost all of his liquid assets in a variable annuity 
contract with high-risk sub-accounts and a six-year period during which substantial 
penalties would be imposed if the customer surrendered the contract. Later, the customer 
was forced to borrow against his home to purchase a car and make home repairs. 

Fraud/Ponzi Schemes 

In July 2001, Patrick Anthony, through his broker-dealer firm Camden Securities, 
solicited $80,000 from two elderly investors (ages 79 and 64), purportedly to invest in a 
new start-up company. The deal was a fraud; Anthony diverted much of the money to his 
failing firm, him.self and to family members. NASD charged Anthony with violations of 
NASD Rule 2120 and SEC Rule IOb-5. In the settlement, NASD suspended Anthony 
from the industry for two years, barred him from serving in a principal capacity with any 
NASD-regulated firm, fined him SIO.CKX) and ordered him to pay restitution totaling 
$77,400 plus interest to the two customers. 

Another fraudulent scheme involved a registered representative named Francisco 
Galvan, who recommended that a 59-yeaT-old retired nurse purchase stock of Internet 
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Ventures, Inc. (IVI) and Rockwindow Television Network, Inc. (Rockwindow) for 
$25,000 and notes issued by IVI and The Diligent Group for $305,000. Not only did the 
retired nurse invest all of her liquid assets, but at Galvan’s suggestion, she used her credit 
cards to finance $26,250 of the $30,000 she invested with The Diligent Group. Although 
she received a 60-day promissory note from the Diligent Group reflecting that she would 
be paid $45,000 plus the cost of obtaining the funds from her credit cards, she received 
nothing. Apparently, she had intended to use the interest earned to surprise her husband 
by paying off the motor home that they owned. Mr. Galvan was barred from the 
securities industry as a result. 

Misleading Advertising 

A case based on misleading advertising involved a registered representative 
named Dennis L. Marlowe, who was barred for use of misleading advertisements, 
including seminar advertisements. Another case involved a representative named 
Cynthia M. Couyoumjian who received a 31-day suspension and a $20,000 fine for 
seminar ads and a seminar workbook that, among other problems, promoted equity 
indexed annuities using misleading and unbalanced statements and claims. 

In addition to these formal actions, NASD has issued numerous Letters of Caution 
to firms for use of problematic seminar materials. In addition, NASD has referred five 
matters to Florida and California state regulators relating to retiree seminars where 
NASD had no jurisdiction. 

Conclusion 

Thank you for giving us the opportunity to testify on these important topics and 
for your important work on this issue. America’s elderly deserve honesty and integrity 
from those who sell them financial products. NASD will continue its work to protect all 
investors, including seniors. Mr. Chairman, we encourage every investor, and especially 
seniors and those who care for them, to look to NASD and for answers, information and 
help so that they can make informed investment decisions. 
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Senator Kohl. Thank you very much, Ms. Walter. 

Now we will hear from Ms. Wyderko. 

STATEMENT OF SUSAN FERRIS WYDERKO, ACTING DIRECTOR, 

DIVISION OF INVESTMENT MANAGEMENT, U.S. SECURITIES 

AND EXCHANGE COMMISSION (SEC), WASHINGTON, DC 

Ms. Wyderko. Senator Kohl, on hehalf of the Securities and Ex- 
change Commission, thank you for the opportunity to testify today 
about our efforts to protect and educate investors, including our 
Nation’s senior citizens. 

I am the director of the SEC’s Office of Investor Education and 
Assistance. My office is the front door of the commission for indi- 
vidual investors. Nearly every day, my staff fields telephone calls 
and receives letters and e-mails from seniors or from the children 
and caregivers of seniors. 

The subject of your hearing, financial fraud on the elderly, is one 
that our chairman, our commissioners, and I care about deeply. 
Some of the cases that we see are heart-breaking. They involve 
seniors bilked out of all of their savings at a time of their lives 
when they need it most and can’t recover. 

In our experience, the two most common challenges senior inves- 
tors face involve avoiding outright scams and learning how to fend 
off high-pressure sales pitches for legitimate, but arguably unsuit- 
able products. These include the “free lunch” seminars that encour- 
age seniors to purchase variable annuities and other complex man- 
ufactured products with contract riders promising guaranteed 
death benefits. 

So let me tell you what the SEC is doing to protect seniors in 
the enforcement area, in our inspections, and from a consumer edu- 
cation perspective. Over the last 2 years alone, our Division of En- 
forcement has brought at least 26 enforcement actions aimed spe- 
cifically at protecting elderly investors. Many of these actions were 
coordinated with State authorities. 

One recent case involved a $144 million Ponzi scheme that lured 
elderly victims in southern California to workshops with the prom- 
ise of free food. The fraudsters then bilked them out of their retire- 
ment money by purporting to sell them safe, guaranteed notes. 

While it is important to catch wrongdoers and bring them to jus- 
tice, it is always better to prevent wrongdoing. So that is why our 
examination staff, together with the NASD and the State of Flor- 
ida, will soon be conducting a series of examinations of broker/deal- 
ers and advisors that lure seniors to attend sales seminars, many 
times at fancy hotels and restaurants with the promise of a free 
lunch. 

Our examiners will be looking at the firms that sponsor these 
seminars to see whether the sales seminars are supervised, wheth- 
er the sales people are making wild claims of possible returns on 
an investment, and whether the risks that are inherent in any in- 
vestment are being appropriately disclosed. 

Now while enforcement and inspection activities are important to 
stopping fraud and misleading sales practices, our best defense 
against fraud is an educated investor. The dominant theme of the 
SEC’s investor education materials is, “Investigate before you in- 



62 


vest.” We encourage individuals to ask questions and fully under- 
stand any investment before purchasing. 

We publish clear and concise explanations of some of the most 
complex products that are sold to a senior, such as variable annu- 
ities and equity indexed annuities. We also counsel investors to 
check out the background and credentials of any securities sales- 
person or financial professional. 

We stress that if a deal sounds too good to be true, it usually is. 
We don’t copyright any of our materials. We make them freely 
available in both Spanish and English. 

Now we know that many seniors and many children and care- 
givers of seniors are using the Internet to search for information 
on investing. That is why we recently created a page on our Web 
site specifically aimed at senior citizens. This page provides links 
to critical information on investments commonly marketed to sen- 
iors. It also warns against the dangers of listening to the sales 
pitches of cold callers. 

Senior citizens who want to know more can ask for a copy of our 
senior care package, which is a collection of our most popular bro- 
chures for seniors. 

In closing, I would like to thank this Committee for recognizing 
the importance of the commission’s efforts in helping our Nation’s 
seniors to rest more easily with their investment decisions. I appre- 
ciate your inviting me to speak on behalf of the commission, and 
I would be happy to answer any questions you may have. 

[The prepared statement of Ms. Wyderko follows:] 
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TESTIMONY OF 
SUSAN FERRIS WYDERKO 

DIRECTOR, OFFICE OF INVESTOR EDUCATION AND 

ASSISTANCE 

ACTING DIRECTOR, DIVISION OF INVESTMENT 
MANAGEMENT 

U.S. SECURITIES AND EXCHANGE COMMISSION 

CONCERNING ELDERLY INVESTMENT FRAUD 

BEFORE THE SPECIAL COMMITTEE ON AGING 
UNITED STATES SENATE 

March 29, 2006 

Chairman Smith, Ranking Member Kohl, and Members of the Committee; 

I. Introduction 

On behalf of the Securities and Exchange Commission, thank you for the 
opportunity to testify today about our efforts to protect and educate investors, including 
our nation’s senior citizens. 

One of the most important things 1 want to communicate to you today is that the 
subject of your hearing - financial fraud on the elderly - is one that our Chairman, our 
Commissioners, and I personally all care about deeply. We not only care about it, but we 
are rolling up our sleeves and doing our absolute best to protect its victims. Some of the 
cases we see — involving seniors bilked out of all their savings at the time of their lives 
when they need them most and can not recover — are heartbreaking. Financial fraud 
erodes the trust on which our entire financial system is premised. Scam artists end up 
hurting far more people than they targeted. As Chairman Cox noted just last week, this 
issue is daily becoming more pressing for us because the Baby Boom generation will 
soon start retiring. No fewer than 75 million Americans are due to turn 60 over the next 
20 years, more than 10,000 every day. And these people will have a lot of assets. As 
Willie Sutton is famous for saying that he robbed banks “because that’s where the money 
is,” our older population has been and will continue to be a tempting target for securities 
fraudsters. 

So let me tell you what the SEC is doing about this - in the enforcement arena, in 
our oversight operations, in our inspections, and from a consumer education perspective - 
keeping in mind that our efforts on behalf of the elderly will only grow in the months and 
years ahead. 
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The SEC’s mission is to protect investors, maintain fair, orderly, and efficient 
markets, and facilitate capital formation. We actively seek to detect problems in the 
securities markets, prevent and deter violations of the federal securities laws, and alert 
Investors to possible wrongdoing. When violations occur, the SEC aims to take prompt 
action to halt the misconduct, sanction wrongdoers effectively, and, where possible, 
return funds to harmed investors. 

While our programs aim to foster fair markets for all investors, we have seen that 
some securities industry professionals target identifiable groups, such as seniors, for 
inappropriate products or opportunities, and that fraud artists frequently prey on the 
elderly. We’re taking a three-pronged approach to combat fraud in all its manifestations, 
including elderly investment fraud: enforcement, examinations, and education. 

I am the Director of the SEC’s Office of Investor Education and Assistance. My 
Office is the “front door” to the Commission for individual investors. Every year, my 
staff handles tens of thousands of complaints and questions from investors who contact 
the SEC. And nearly every day, my staff fields telephone calls and receives letters and 
emails from seniors or from the children and care-givers of seniors. 

These calls and letters tell sad stories of seniors who succumbed to sales pitches 
for products that simply were not appropriate or who did not understand key features of 
an investment. Here are a couple of cases that illustrate the kinds of problems involving 
the elderly that we see every day. We heard from the grandson of a gentleman — now 
deceased — who had struggled for more than 6 years to reverse the purchase of a variable 
annuity. The agent who sold the product had emphasized features, including a roll-up 
provision, that the investor was not even eligible for because of his age at the time he 
signed the contract. Only after the investor’s death was the matter resolved. While most 
complaints we receive are not quite so egregious, they never seem to stop. We recently 
helped an elderly, disabled gentleman in Florida who had been trying unsuccessfully for 
nearly six months to close out his deceased mother’s brokerage account. Time and again, 
we see seniors who encounter serious difficulties in effecting what should be routine 
securities transactions or otherwise dealing with financial professionals. A major portion 
of my office’s efforts is directed at helping those seniors. 

My office captures key information about the complaints and questions we 
receive in an extensive database. While we typically do not know the ages of those who 
contact us, we do record the products, people, firms, and types of behavior involved. We 
use that information to inform other divisions at the SEC, so that the agency can better 
deploy its investigative and enforcement resources, and better identify the next problem 
down the road, 

II. Investments and Scams Targeted at the Elderly 

In our experience, one of the two most common challenges senior investors face 
involves how to fend off high pressure sales pitches for legitimate, but arguably 
unsuitable products. These include “free lunch” seminars that encourage seniors to 
purchase variable annuities and other complex, manufactured products with contract 
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riders promising guaranteed death benefits. We have also heard anecdotes from 
conservative investors and seniors who’ve been told that they “can’t lose money” 
investing in equity-indexed annuities or who have been led to believe that ultra-short 
bond funds are a low-risk alternative to money market funds or insured certificates of 
deposit. These assertions are simply not true. Investors can lose money buying an 
equity-indexed annuity, especially if the investor needs to cancel the annuity early. 
Ultra-short bonds can vary significantly in their risks and rewards. 

The second challenge is avoiding outright scams. Fraud comes in many flavors 
and fraudsters can turn on a dime when it comes to tailoring their pitches to capitalize on 
the latest trends, from hedge fund investing to charity schemes. But most frauds are not 
new. Instead, they’re the same old con jobs wrapped up in new packaging. The frauds 
targeted at seniors mirror the frauds aimed at broader audiences: “Ponzi” or pyramid 
schemes; “promissory notes” sold to retail investors; other questionable debt instruments 
that are pitched as providing guaranteed income; and classic “pump and dump” market 
manipulations. A Ponzi scheme is a type of illegal pyramid scheme in which money 
from new investors is used to pay off earlier investors until the whole scheme collapses. 

In a pump and dump scheme, fraudsters drive up the price of a company's stock (typically 
a microcap or penny stock) using false and misleading statements and then sell at a peak. 
Once the fraudsters quit touting the stock, the price typically plummets, leaving investors 
holding worthless or next to worthless securities. 

III. Recent Enforcement Efforts Aimed at Protecting Seniors 

Over the past two years alone, the SEC’s Division of Enforcement has brought at 
least 26 enforcement actions aimed specifically at protecting elderly investors. Many of 
these actions were coordinated with state authorities. In one notable case, SEC v. D. W. 
Heath and Associates, the Commission coordinated with the Riverside County District 
Attorney’s Office to crack down on a $144.8 million Ponzi scheme that lured elderly 
victims in southern California to workshops with the promise of free food. The 
fraudsters then bilked them out of their retirement money by purporting to sell them safe, 
guaranteed notes. 

Earlier this month, in SEC v. Reinhard et al., the Commission obtained an 
injunction halting another alleged Ponzi scheme, this time in Allentown, Pennsylvania. 
The Commission’s complaint alleges that the defendants raised more than $3.9 million 
from at least 50 investors in several states by claiming to sell certificates of deposit that 
did not exist. The complaint further alleges that the primary salesman lured investors, 
many of whom are elderly, with promises of above-market rates on FDIC-insured CDs 
purportedly issued by a non-existent entity called the “Liberty Certificate of Deposit 
Trust Fund;” and that the defendants distributed fictitious investment documents and 
account statements to attract investors and to ensure they continued to invest in the 
scheme. 

The SEC’s enforcement staff will continue to aggressively investigate and file 
actions against those who prey upon senior citizens. In particular, the SEC will continue 



66 


to bring emergency actions to shut down ongoing offering frauds and thereby prevent 
further investor harm and recover assets. These cases often involve frauds that lure 
prospective investors with claims of outlandish returns and purportedly risk free 
investments. These schemes involve investments of all types - e.g., limited partnerships 
or other interests in oil and gas, real estate or other ventures, promissory notes, and “fake 
certificates of deposit,” to name just a few. 

IV. Examination Initiatives 

Our examination program aims to detect fraud and other possible violations of the 
federal securities laws; foster compliance with these laws; and inform the Commission 
and its staff of compliance issues. The Commission’s Office of Compliance Inspections 
and Examinations (OCIE) uses risk-based techniques to focus resources on those 
activities that could pose the greatest compliance risk to investors and the integrity of the 
markets. 

As our Chairman recently announced, OCIE, along with the NASD and the State 
of Florida, will soon be conducting a series of examinations of broker-dealers and 
advisers that lure seniors to attend sales seminars, sometimes at fancy hotels and 
restaurants, with promises of a free lunch. While these sales seminars may be perfectly 
fine and may provide a free meal, the fact is that sometimes they are used to pitch 
unsuitable products, using high pressure sales tactics. Our examiners will be conducting 
examinations of the firms that sponsor these seminars to see whether these sales seminars 
are supervised, that salespeople are not making wild claims of possible returns on 
investment, and that the risks inherent in any investment are disclosed to prospective 
investors. And, more broadly, regulators will also be sharing customer complaints in an 
effort to identify firms that may be using inappropriate sales tactics to sell securities to 
seniors. 

V. The SEC’s Investor Education Program 

We passionately believe in the importance of educating all Americans so that they 
can optimize their chances to reach their personal savings and investing goals. With 
nearly one-third of all U.S. investors between 50 and 64 years of age it is critical that 
older Americans get the facts they need to make wise financial decisions and avoid costly 
mistakes. 

My office’s contacts with investors underscore that, in the context of a sale of a 
financial product, it can often be difficult for investors, especially seniors citizens, to 
evaluate the product’s features and real costs, to determine whether the information in 
sales literature or disclosure documents is accurate and complete, and to weigh the 
product’s risks and rewards. It can be harder still to ascertain what incentives the 
salesperson has in the deal and to assess whether the salesperson’s representation of the 
product might be clouded by his or her potential financial gain. That’s why at the SEC 
we spend a great deal of time creating and disseminating neutral, unbiased information 
directed at helping people make wise investment choices and avoid fraud. 
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While we cannot tell investors which products to purchase, we can and do arm 
them with the information they need to assess various products and investment strategies. 
The dominant theme of the SEC’s investor education materials is “investigate before you 
invest.” We encourage individuals to ask questions and to check out the background and 
credentials of any salesperson or financial professional they use. In addition, we give 
investors resources for researching companies and tips for avoiding fraud. We do not 
copyright any of our materials, and we make them freely available to all, in both Spanish 
and English. Our goal is to empower investors, to give them the tools they need to 
evaluate their investment options and make informed decisions. 

We know that many seniors, and many children and caregivers of seniors, use the 
Internet to search for information on investing. That is why we created a page on our 
website aimed specifically at senior citizens. This page provides links to critical 
information on investments that are commonly marketed to seniors — including variable 
annuities, equity-indexed annuities, promissory notes, and certificates of deposit. It also 
warns against the dangers of listening to the sates pitches of cold-callers and alerts 
seniors to the very real threat of affinity fraud — scams that prey upon members of 
identifiable groups, such as religious or ethnic communities, professional groups, or the 
elderly. Senior citizens who want to learn more can browse through our “Senior Care 
Package,” a collection on our website of our most popular brochures for seniors (which 
are also available in hard-copy). Illustrative examples of brochures that we publish that 
might be of special interest to seniors include: Cold Calling and Variable Annuities: 
What You Should Know. 

One of the most successful educational tools that we have found in recent years 
has been — if you will — running our own con on gullible investors. Experience has 
shown us that some investors troll the Internet to identify the next “big thing,” the next 
sure-fire investment winner. We have discovered that these folks, some of whom turn 
out to be victims in the enforcement actions we bring, did not visit www.sec.gov to get 
the benefit of our prudent, sensible advice before investing in a get-rich-quick scheme. 
Knowing all of this, we go to our audience, instead of expecting them to come to us. We 
run a series of fake investment scams on the Internet, all designed to illustrate the 
warning signs of on-line investment fraud. Each scam boasts a “can't-miss” investment, 
offering truly unbelievable returns. If the user clicks to invest, he or she gets a message 
from us about the necessity of researching before investing. Our goal is to warn investors 
about fraud before they lose their money. 

Our most recent foray into the world of Internet fraud is a Katrina-related “fake 
scam site” at GrowthVenture.com. Like our other fake scam sites. Growth Venture 
purports to be a no-brainer investment. But if you click to invest, you’ll get a stem 
warning from us, the FBI, U.S. Postal Inspection Service, and NASD. Our other fake 
scam sites cover initial public offerings, hedge funds, mutual funds, and online 
newsletters that tout emerging technology and pharmaceutical companies. 
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VI. Coordination with Other Parties 

Helping our nation’s seniors is not a task that can be undertaken solely by the 
federal government. Efforts by multiple parties play an important role in equipping 
consumers with needed financial skills. Coordinated actions can efficiently reach seniors 
with high-quality, unbiased information. That’s why the SEC works with others to 
leverage our efforts. 

All those with authority should focus enforcement, examination, and investor 
education efforts in areas where seniors may be most vulnerable. On the education front, 
we and our colleagues at NASD recently have targeted efforts to reach seniors, including 
those who are being asked to attend these “free lunch” seminars. We are also reaching 
out to state regulators to support their Seniors Against Investment Fraud (SAIF) 
programs, starting first in California and Florida. Within the limits of staffing and budget 
constraints, we attend investor fairs and speak at gatherings, including those organized by 
senior groups. For example, we regularly participate in AARP’s National Event & Expo, 
reaching thousands in a targeted forum designed specifically for seniors. Whenever 
possible, my staff and staff in the Commission’s field offices also meet with smaller 
gatherings of seniors. 

SEC regional and district offices will work closely with self-regulatory 
organizations as well as federal, state, and local criminal and civil agencies to identify 
possible fraudulent offerings that target seniors. As part of our examination initiative, the 
SEC will also coordinate with other regulators, including with self-regulatory 
organizations and state securities regulators, with respect to examinations of broker- 
dealers and advisers. Regional examination planning “summit meetings” will include 
sharing information with respect to firms that specialize in recommending securities or 
providing advice to seniors. In particular, regulators will share customer complaints and 
other information that may indicate that firms are targeting seniors for inappropriate sales 
of securities, and will conduct on-site examinations of these firms. 

We welcome any suggestions from our fellow panelists today and from the 
Committee as to coordination ideas we might employ in the future to enhance senior 
protection. 

VII. Conclusion 

In closing, I would like to thank the Committee members for recognizing the 
importance of the Commission’s efforts in helping our nation’s seniors to rest more easily 
with their investment decisions. I appreciate your inviting me to speak on behalf of the 
Commission, and I would be happy to answer any questions that you may have. 
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Senator Kohl. Thank you, Ms. Wyderko. 

Ms. Struck, it seems that, in most cases, hy the time your office 
receives a complaint, the senior’s investment money is long gone. 
What type of proactive investigations does your office undertake to 
detect potential scams before they go too far? 

Ms. Struck. Thank you. Senator Kohl, for the opportunity to an- 
swer these questions. 

We have an exam program that allows our examiners to go into 
the offices of securities professionals, and that is why in my testi- 
mony I stressed the importance of including certain products, such 
as variable annuities, as securities under our State laws. 

Because if we don’t have the authority to regulate the people 
selling those products, then we don’t have the ability to look at 
what is going on in their offices and make sure that the sales prac- 
tices that they are engaging in with investors, including seniors, 
are fair and appropriate. 

In addition, we are engaged in a number of educational efforts. 
One of the newest ones that we are excited about, that Wisconsin 
has just signed on for, is in conjunction with the AARP, and that 
is called the Campaign for Safe and Wise Investing. 

What that will do is to take members of our staff, as well as rep- 
resentatives of the AARP, into local communities throughout the 
State to meet in comfortable surroundings with investors to answer 
their questions and help provide education for them, tips on how 
to protect themselves when they are dealing with a financial pro- 
fessional. 

Senator Kohl. How often do senior victims of investment fraud 
recover the money that they lost? 

Ms. Struck. It is very rare, unfortunately, for investors ever to 
recover the money lost in an investment scheme. There are occa- 
sions where money has been recovered, but most times by the 
time — as in the situation that Mrs. Mitchell outlined or the case 
that I outlined, Kenneth Hackbarth, the pastor from Wisconsin — 
once the money has been spent on a lavish lifestyle of the person 
collecting the money, it is too late, and there is nothing left to gain 
back for investors. 

Senator Kohl. Ms. Walter, disclosure of key information, such as 
fees and penalties, is an important way to protect seniors from un- 
expected losses. So how can we make it easier for seniors to receive 
the information they need to make informed decisions without 
overwhelming them with the piles of documents and legalese that 
so often 

Ms. Walter. That is a very important question. The SEC cur- 
rently has outstanding a proposal specifically with respect to mu- 
tual funds and certain other products, including variable annuities, 
to provide point of sale disclosure. That means short, to the point, 
plain English disclosure at the time or right before an investor ac- 
tually makes a decision to invest that outlines those fees and pen- 
alties. 

NASD put together an industry task force of experts in both se- 
curities firms and mutual fund firms and has submitted comments 
and a task force report to the SEC strongly supporting that item. 
So that we put together a prototype disclosure document that in- 
cludes disclosure of fees and expenses, and we also think it is im- 
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portant to include short, to the point, plain English disclosure of 
the main features of an investment. 

I know that proposal is on the SEC’s agenda to move forward 
with this year. 

Senator Kohl. Ms. Walter, as we have learned today, making 
sure an investment is suitable for an investor’s specific situation is 
very important. How does NASD enforce the suitability rules it has 
in place for its member brokers and dealers? 

Ms. Walter. There are a number of avenues. As you have heard, 
the States have an examination program. We have a national ex- 
amination program, and it consists of two main parts. First, there 
are routine exams where we go in on a periodic basis and examine 
the firms, and the length of time between those exams is deter- 
mined by the risk that firm presents based on a number of dif- 
ferent factors. 

In addition, as I mentioned in my oral statement, we investigate 
or we review every single customer complaint we receive. So if a 
customer has a complaint, they can be assured that someone at 
NASD will be looking at that. 

We have sweeps, which, in addition to our normal exam program, 
target specific areas where we think that there may be a problem, 
whether there are specific types of conduct, specific lines of busi- 
ness, and specific products. 

When we bring enforcement actions, I certainly agree that it is 
all too rare that people get their money back. But we have made 
it a priority in our enforcement actions where there are specific vic- 
tims that have been identified, if there is money, to order restitu- 
tion so that when it is still available and hasn’t been absconded 
with, investors can perhaps get their money back through that ve- 
hicle as well. 

Senator Kohl. Thank you. 

Ms. Wyderko, just a few days ago, SEC Chairman Cox said that 
the agency is stepping up its efforts to protect elderly investors 
from fraud. Can you tell us a little bit more about what these ef- 
forts are? Aside from looking at sales seminars, what else will 
these new efforts focus on? 

Ms. Wyderko. Our efforts are going to be focused on a double- 
barreled approach. As Patty Struck said, we also believe that ag- 
gressive enforcement, coupled with aggressive investor education, 
is the best way to go. 

So our inspections folks will be working with other regulators, 
the NASD and the State securities regulators, to go look at semi- 
nars that are targeted to elderly Americans. I think that is a very 
important place to begin. We will also be looking at our enforce- 
ment cases and bringing them aggressively where appropriate. 

As Mr. Minkow said, we do see cases of affinity fraud, where 
fraudsters go into a community and bring together people with a 
certain attribute, whether it be a church affiliation or elderly peo- 
ple or some other affiliation, and they try and bilk them out of 
their savings in that fashion. So, we aggressively go after cases of 
Ponzi schemes like that, affinity frauds where we see them. 

We are also working with State securities regulators and others 
to disseminate investor education materials. This is very important 
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to the extent we can get the word out to elderly Americans that 
it is OK to hang up on cold callers. 

We need to get out the word to empower Americans to ask how 
the securities salesperson is being paid, being compensated for a 
transaction. We need to get the word out that it is not embar- 
rassing or inappropriate to ask questions about an investment op- 
portunity that you don’t understand. 

In this way, we can empower Americans to protect themselves, 
which is really our best defense against fraud. 

Senator Kohl. Mr. Minkow from our first panel stated that in- 
vestment scam artists aren’t really concerned about being caught 
because they know that regulatory and enforcement agencies are 
not focused on them and don’t have the resources that they need 
to do their jobs. What are your thoughts on the comments that he 
made? 

Ms. Wyderko. I think we do have a lot of resources that we are 
bringing to this problem, and I will note for the record that he did 
go to prison. 

Senator Kohl. That is pretty definitive. [Laughter.] 

I would like to ask all three of you what is it about people who 
are in their senior years makes them more vulnerable to invest- 
ment scam or, in fact, are they more vulnerable? Ms. Struck. 

Ms. Struck. It does seem that the older people get, the more vul- 
nerable they become. While I am not a physician or a psychologist 
and I don’t understand why that happens, my friends and I talk 
about this all the time. 

I ran into a friend who is an insurance regulator a couple of 
weeks ago, and we were talking about just this question. She said, 
“Patty, I don’t know what it is, but I am just so terrified that it 
is going to happen to my mother.” 

So while I can’t explain it, it is something on which all regu- 
lators, social scientists, journalists, and all reasonable people seem 
to agree. It happens as people get older. They just become more 
vulnerable. 

Senator Kohl. Hmm. Do you agree with that, Ms. Walter? 

Ms. Walter. I do. Part of the reason is because older investors 
have gone through their wealth accumulation phase. So they prob- 
ably have more funds available than they had at any other point 
in their lives. 

We certainly agree that we don’t have all the answers. That is 
one of the reasons that we have funded this WISE Seniors Services 
grant I mentioned earlier. 

They, with AARP, are going to do research to determine that, to 
try to determine if there is a specific fraud vulnerability profile, not 
only just being older, but who in particular do they target among 
the older citizens? So that we can target our educational efforts 
and perhaps our regulatory efforts as well to try to keep this from 
happening. 

Senator Kohl. It is interesting because you think of one of the 
profiles of older people is they become a little bit more cautious, 
more conservative, more careful. Yet you are suggesting that they 
are, Ms. Wyderko, more susceptible? 

Ms. Wyderko. My theory is that our seniors in America grew up 
in a different culture. They grew up being taught that it was impo- 
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lite to hang up on people. They grew up believing that if someone 
said they were your friend, in fact, they were your friend. 

I believe that they grew up in a more trusting era of our Nation’s 
history, and that as the rules — the culture has moved and the rules 
of the game have changed, that fraudsters are taking advantage of 
our seniors and their trusting, unwillingness to suspend their dis- 
belief 

Senator Kohl. To each of you, we have heard today about the 
issue of unregistered and unlicensed individuals selling unregis- 
tered securities. So what do you all think is the best way to ad- 
dress this problem? Ms. Struck. 

Ms. Struck. Just to underscore the most important message that 
we can deliver is this twofold way of addressing the problem. One 
is through aggressive enforcement as the NASD, the SEC, and 
State regulators bring to bear against this problem. We need to ag- 
gressively enforce our laws. 

The other way is through the programs that we have described 
today that reach out and actually have an impact on senior inves- 
tors. 

Senator Kohl. Ms. Walter. 

Ms. Walter. Come back to the basic point that I think we have 
all emphasized is that you need to know with whom you are deal- 
ing. The very first thing someone needs to do when they have lo- 
cated a potential advisor or financial consultant or someone is of- 
fering them a deal that may be too good to be true is to check out 
that person. 

You can do that through NASD, and you can do it through your 
State securities regulator. If, in fact, those systems come up 
blank — there is no registration, either at the State level or at the 
Federal level — that itself is a red flag. 

We really, through our educational efforts, have to encourage 
people to be very suspicious if they are dealing with someone who 
isn’t registered with a regulatory authority. 

Senator Kohl. Do you agree with that, Ms. Wyderko? 

Ms. Wyderko. I do. I would add that we all need to redouble our 
efforts to get out the fundamental message that if an investment 
opportunity sounds too good to be true, it most definitely is too 
good to be true. 

We all need to work together to share enforcement tips and leads 
that we get. I know that we all keep data bases and share com- 
plaints from customers, and we need to be aggressive in following 
up on those. 

Senator Kohl. Well, we thank you all very much for being here 
today. Unfortunately, our Chairman, Gordon Smith, is stuck in a 
markup this morning, and he won’t have a chance to make it. 

Much work remains to be done, and I look forward to working 
with you to put an end to seniors losing their hard-earned retire- 
ment money to scams. As we have said today, we need to continue 
to educate seniors about the traps and the snares that they are fac- 
ing. We also plan to work on common sense legislation that will 
tighten the rules regarding who is selling securities and how those 
securities are being sold. 
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In addition, we will be working to ensure that enforcement and 
regulatory agencies have the resources and the training they need 
to combat investment fraud. 

So thank you so much for coming. I think you have added a lot 
to the discussion, and we look forward to working with you. 

This hearing is closed. 

[Whereupon, at 11:06 a.m., the committee was adjourned.] 
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Don and Judy Scott 
P. O Box 2697 
Sequim, Washington 98382 
(360) 582-9354 


March 18'^ 2006 

Senator Herb Kohl 
Ranking Member 
Special Committee on the Aging 
Washington, DC 20510-6400 

Dear Senator Kohl and Committee Members; 

My name is Don Scott and I am 79 years old and I live in Sequim, Washington. I 
am writing this letter in hopes that you will read it carefully and use my 
experiences to help others who may be what I call “elderly and vulnerable." 

I am a firm believer in things happening for a reason. Although my wife Judy and 
I live in Sequim. last January 2005 we were visiting San Diego, California. While 
watching the morning news on the local KUSI affiliate, I saw an interview with 
Barry Minkow. He was talking about his recently released book, his past life as a 
criminal and his current life working under cover for law enforcement identifying 
financial crimes in progress. And that's when I first heard Barry mention a 
factoring fraud that he had uncovered totaling over 55 million dollars called MX 
Factors. 

You see, my wife and I had recently invested $210,000 in a company called Par 
Three Financial. This company offered returns of 30% a year and claimed to be 
factoring receivables for check cashing companies. Since a banker friend of 
mine recommended me to the deal, I initially had no fears that the company was 
a solid Investment. That is until I saw Barry in this interview. 

Since this money was most of our life savings and since there was no possible 
way I could ever earn it again at my age, I visited Barry’s church in San Diego. 
After a service I introduced myself to him and explained my investment in Par 
Three Financial. I also gave him all the paper work and the company web site. 
Barry promised that he would check it out and then he said something that I will 
never forget. He told me that no matter what, he would get my money back. I 
felt comforted and my wife and I decided to trust Barry with what amounted to our 
life savings. 
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Within 48 hours Barry called me and explained that after thoroughly reviewing 
the materials he believed that Par Three Financial was perpetrating a large fraud 
He told me to do two things. First, he asked that I introduce him to Par Three 
Financial as a potential investor which I did immediately. Then he told ms I 
would need to cooperate with three people from law enforcement — Peter 
Delgreco at the SEC in Los Angeles; Peter Norell from the FBI office in Santa 
Ana and Karen Patterson from the California Department of Corporations. He 
assured me that these people could be trusted and needed to know the truth 
about my investment in Par Three Financial. 

Meanwhile, Par Three Financial was actively soliciting new investment capital 
from people across the country through adds in newspapers and their web site. 
The company even offered current investors a commission for bringing in new 
investors. 

Then, in only a matter of days, Barry submitted to me a detailed 32 page report 
addressed to law enforcement that he had written which I am including as an 
addendum to this letter. The repod proved to me beyond any doubt that Par 
Three Financial was a financial crime in progress. Barry went so far as to hire 
an outside expert in the banking industry who stated that Par Three's business 
model was untenable. Barry asked me to not yet share the report with anyone 
and to continue to cooperate with law enforcement. He then said that I should 
create a reason to ask Par Three for my money back. He also reassured me and 
told me not to worry about my investment, “You will get your money back, Don. 1 
promise,” Barry would always say. 

Simultaneously Barry was promising the people at Par Three that he would 
invest his money once I received my money back. Although it took several weeks 
and many phone calls, the company returned my $200,000. I couldn't believe iti 

The other $10,000 I invested through my IRA and I was told it would “take longer 
to process the paper work." As soon as I got my $200,000 back, the Associated 
Press printed a story based on Barry's report questioning the Par Three Financial 
business model. Within weeks after that article, the company was shut down by 
the SEC and the FBI and the California Department of Corporations. It was then 
I discovered that there were investors all over the country and millions of dollars 
had been raised. 

As it turns out, the person behind perpetrating the Par Three fraud was a 
convicted felon. What an irony. A convicted felon stole my money and a 
convicted felon got it back for me. If this didn't happen to me, I wouldn't have 
believed it. 

Today my wife and I work with the court appointed receiver in Florida to recover 
our final $ 10 , 000 . However, that we were abie to recover our $ 200,000 literally 
saved our financial lives. Which brings me to my last point. 
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Barry Minkow never charged me. He never asked me for any money. Even 
when I offered him money he did not accept it. And although to this day I don't 
know all the details as it relates to the question of "how," he promised me I would 
receive my money back-and 1 did. But other stories do not share such a happy 
ending. I applaud you Senator Kohl and the entire committee for asking the right 
question: how do we protect seniors? 

My advice is three fold. First, we have obvious vulnerability. We do not want to 
out live our savings and will therefore be forever vulnerable to these types of 
investment scams. So we invest out of fear and fear can cloud good judgment. 
Second, that law enforcement would follow the lead of Peter Delgreco, Peter 
Morel! and Karen Patterson and be more proactive in identifying, infiltrating and 
shutting down these schemes proactively. 

Finally, please never underestimate the shame and embarrassment factor. We 
who have fallen for a scam may hide it from our kids out of shear 
embarrassment. 1 know I had those feelings, I did not want to believe I had 
placed almost my entire life savings in a fraud. Disclosure is a real issue for 
those of us who fear how we may be perceived by our children. 

I hope and pray that my experiences can help prevent the elderly from being 
victimized. I truly mean that. If I can answer any further questions, please do not 
hesitate to call me at (360) 582-9354. I am not in good health so I cannot travel 
anymore, but am available by phone. As for Barry Minkow, what he did for me 
will not make the front page of any newspaper. Funny isn’t it? Had he 
perpetrated this Par Three fraud the whole world would have known about if but 
since he uncovered it and got an old man from Sequim, Washington his money 
back and proved that people can change — well, I guess that's not much of a 
story. Thank, you Senator Kohl and the others on the panel for making it one. 


Respectfully Submitted 

Don Scott 
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March 21, 2006 


Chairman Smith and Senator Kohi 
US Senate Special Committee on the Aging 

Dear Chairman Smith and Senator Kohl and Committee members; 

i hope this letter finds you welt. I have never written to the US Senate so 
forgive me in advance for any procedural errors. I want to briefly tel! my 
story because I think it will have an impact on the work this committee is 
trying to accomplish. \ want to warn you in advance that what I am about 
to write to you is simply impossible to believe. 1 think you need to know 
that in advance. However, I can corroborate everything within this letter 
and simply ask that you read it with an open mind. Again, 1 believe it will 
be worth your time. 

My name is Josh Kriteman and I own a company called Synergy 
Consulting in Los Angeles. My wife and I often diversify our investment 
portfolio by investing in certain seemingly profitable business 
opportunities. In March of 2005 one such opportunity that we invested in 
was a company called Rainmaker Real Estate Partners- which had 
offices in New York and Los Angeles. 

The company was run by an attorney named Aiireza Diimaghani and 
essentially sought investment capital fo build assisted Jiving homes for 
the elderly The company promised investors a 25% annual return 
through their web site and adds placed in newspapers in Los Angeles and 
New York, They would use the investment capital to build and manage 
assisted living facilities in New York and Los Angeles. Although I am only 
35 years old, my parents are 76 (father) and 68 (mother). I saw this as an 
opportunity to make money and to help the elderly find housing. 

Rainmaker Real Estate Partners was also seeking money directly from 
elderly people in need of assisted living In exchange for the equity in 
the home that they were currently living in. the perspective elderly 
Investor could secure, for $250,000. a living space in a newly constructed 
Rainmaker Real Estate development. Thus, this business opportunity 
materially impacted the elderly. 

My Wife and 1 ultimately invested S1 10,000 into the Rainmaker investment 
opportunity. However, In May of 2005 we became suspicious after 
watching a 60 Minutes episode where Steve Kroft was interviewing one 
time felon Barry Minkow. i immediately contacted Mr. Minkow and told 
him about the Rainmaker deal. He asked for the web site and the various 
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email communications between the company and myself along with all 
other relevant materials. 

In a matter of days Mr. Minkow called me and told me to withdraw my 
$110,000 principle investment. In that short amount of time between 
when I first contacted Mr. Minkow and when he called me back he had 
written a 40 page report documenting various inconsistencies in the 
Rainmaker business model including pictures of facilities the company 
supposedly owned and was running in Long Island that did not appear to 
exist. 

He also had hired an expert in the assisted care facility business who 
proved that Rainmaker had none of the necessary licenses in California 
or New York to operate an assisted living facility. The report then went on 
to prove that although Mr. Dilmaghani was a lawyer, he was apparently 
not aware of the securities laws as he was clearly offering an 
unregistered security via the internet to the general public. 

Simultaneously, Mr. Minkow also contacted the FBI in Long Island and 
the SEC in Los Angeles and informed them of the scheme and the 
evidence he had secured. Based on his report, my wife and I asked and 
later received our full investment back. It was not long after that when the 
FBI and the SEC raided the New York and Los Angeles facilities of the 
Rainmaker operation. 

After the company was raided, the lawyer. Mr. Alireza Dilmaghani who 
owned Rainmaker told the New York Post that the SEC and the FBI were 
trusting the word of a convicted felon to interrupt his legitimate business 
operation and that he was going to sue Mr. Minkow for his actions. Then 
his associates on the west coast who brought me into the investment 
made similar threats to me and my wife. 

However within days of making those threats, Mr. Dilmaghani signed a 
TRO admitting he was offering an unregistered security and misleading 
investors through misrepresentation. His partner has fled the country and 
is still being sought by law enforcement. Rainmaker is no more but 
thanks to the proactive work of Mr. Minkow, cash was frozen in their 
accounts and is in the process of being returned to investors. People will 
lose some of their principle, but it will not be the entire investment. And 
most importantly of all, the elderly have been taken out of harms 
way. 

And if the above is not believable enough for you. wait until you hear this. 

1 had made another investment in a real estate deal and was having 
trouble collecting my original investment. I ran it by Barry Minkow and 
told him the person 1 had invested with was Edward Showalter, There 
was a long pause on the phone before Barry asked for the materials and 
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lately sent me by email a Wall Street Journal article written i 
e and dated August 2003. 

ory talked about how Barry uncovered the case of Ed She 
guy) who was then trying to raise millions of dollars ' 
itionat cement company. Barry once again contacted the FI 
:C and helped me and other investors piece together the 20 
real estate fraud Mr. Showalter was perpetrating. The SEt 
rowalter down in November of 2005 and he is currently ii 
ations with the US Attorney’s office for criminal charges. 

i Mr. Minkow many times how much he charges for his “unce 
id” services. The standard answer I received was; “Don’t 
it.” To this date he has never asked me for a dime for what 
!, my wife and his services. He explained that his trainir 
ng engagements that he does regularly fund his undercove 
le kind of “restitution” for his past. 

fe you have it--a story that if it did not happen to me, I woi 
>elieved it. But it did happen. And there is one thing I know, 
sailed Barry Minkow 1 would have never predicted that he 
a matter of weeks, uncover two frauds and save me and 
investors hundreds of thousands of dollars. What did he 
? He got threatened by the perpetrator 

3t know if all prison conversion stories turn out like Mr. Min 
:an only hope for the sake of the investing public that ih 
lan Smith and Senator Kohl and members of the committee, 
ik you for taking the time and reading this letter. 



interne 
ly Consulting, LLC 



82 


info@frauddiscovery.net 

Phone & Fax: 

1 - 888 - 300-8307 


Written Testimony for 
Special Committee on the Aging 

By Barry Minkow 


# ^ Fraud Discovery 

l N S T I r U T £ 



83 


Fraud Discover y info@frauddiscovery,net 

FTsTs^w TUT ^ — 

Phone & Fax: 

1-888-300-8307 


March 20. 2006 


Dear Senator Koh!, Mr. Chairman and other member of the committee: 

It is a real honor to be able to appear before this committee, it is not everyday that we 
convicted felons get a chance like this so I hope i do not waste this opportunity. I do not 
think you need someone like me to give the committee a whole lot of statistics on 
financial fraud and its impact on the elderly. There are those that are far better equipped 
and educated to provide that kind of data, i would rather focus on what 1 can uniquely 
bring to the discussion based on my past and current experiences in fraud perpetration 
(much to my shame) and now in fraud detection. So I will open with a few facts about 
fraud. 


Facts about Fraud 


First, let me define w-hat 1 mean by the term “fraud.'* In the world of fraud perpetration it 
is not a legal definition but a pragmatic one. Fraud is the skin of the truth stuffed with a 
lie. This is why it is hard for the elderly and other investors to identify it. By this 
definition I mean that in my fraud, we really did have 2.3 locations, lots of carpet cleaning 
trucks and equipment and 1.400 employees. And if you called any of those offices we 
would be there to clean carpets and furniture so on the surface “skin*’ we looked good. 
However, the “.stuffed with a lie" part of the ZZZZ Best fraud was the restoration jobs 
that we claimed to be completing which accounted for 86% of our revenues. Those 
restoration Jobs never existed. Successful education to the elderly in the area of financial 
fraud prevention must equip people to peal away the mask (skin) and look underneath 
(the stuffed with a lie component). 

Second, let me explain why we who perpetrate fraud actually perpetrate fraud. Forgive 
the simplicity of this answer but we perpetrate fraud because we do not think we are 
perpetrating fraud. Sure it is illegal to lie about earnings, hide debt and promise returns 
that are extraordinary but if you just knew our Storys and that vve have a big deal coming 
that will provide enough revenues to "cure" our indebtedness, then you would realize that 
fraud is not an end in itself but merely a means to an end. .A "means'* we willingly 
J ustify. 

Whether you look at my case where I tried to survive long enough until my personal 
ZZZZ Best Slock became free trading so 1 could sell a million shares at 1 8 dollars a share. 



84 


Fraud Discovery info@frayddiscovery.nel 

I N S T I r U T £ 

Phone & Fax: 

1-888-300-8307 


and with the proceeds pay off the mafia, pay off the Ponzi scheme and go legitimate or 
the case of Martin L. Grass from Rite Aid who "got dirty with the books" because he was 
opening 3,000 new stores and ran into computer integration problems and knew the stores 
would eventually make money so he lied to the auditors ‘temporarily” until those stores 
became profitable, we who perpetrate fraud convince ourselves that we really are not 
crooks. That way we can sleep at night knowing our condition of deceit is only 
temporary. 

In the case of James Lewis of Financial Advisory Consultants which ended up being the 
largest and longest running Ponzi scheme in American business history (almost 20 years) 
he lost 20 million of investor money in high risk foreign currency trades hoping to “hit it 
big” and pay everyone back or cure his liabilities. The same was true in the case of Nick 
Leeson while he was trading at Barings PLC in England. A 223-year-old bank lost a 
billion dollars and went under all because Mr. Lesson continued to hide trading losses 
hoping to recoup those losses with even riskier trades.' My point is that we rationalize 
our criminal behavior to appease our conscious through the mental vehicle of “the cure.” 

Fact number three, we usually start out with the best of intentions. Of course this does 
not justify our actions but I did not open a carpet cleaning company in my parent’s garage 
when I was 16 years old to end up committing a 26 million dollar securities fraud by the 
time I wtB 21. Admittedly the FBI may disagree with me on this issue as it has come up 
before in my training sessions (they believe certain people start out from the beginning to 
perpetrate fraud) and I concede that this may be true but for the majority of frauds that I 
have been involved in uncovering and from the people 1 spoke with in prison during my 
87 month incarceration, most appear to have started out with the best of intentions and 
then when economic pressure hit to survive they began a life of deceit. In my case, I 
initially really wanted to do what was right, but was sadly prepared to do what was wrong 
to survive. 

1 call it the “right equals forward motion” ethic. “Right” being defined as achievement at 
any cost and “wrong” being defined as any auditor, board member or person performing 
due diligence on me who gets in the way of my achieving. Sadly it would appear that the 
“right equals forward motion" is the ethic appealed to by every college person who cheats 
their way through school because they have become convinced that society judges them 
based on achievement (the degree) not how they earned that degree (perhaps cheating 
along the way), fhis “right equals forward motion” ethic was the one 1 implemented at 
ZZ/./ Best. 


’ I think the movie Tnukr did a good of capturing this fact in the Nick Leeson stor\. 
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What Perpetrators of Fraud Fear the Most 


Now !el me transition to what perpetrators of fraud fear the most. Three things come to 
mind. First, we fear the unknown variable. 'ITie ‘"unknown variable*’ is that thing that we 
cannot control or anticipate that ends up exposing our illegal activities. The unknown 
variable ranges from a failing out among thieves where one turns on another or a sudden, 
unexpected drop in sales or the one that brought down the 2ZZZ Best Jraud — 
investigative reporting. No perpetrator of fraud wants to be the target of a reporter who is 
investigating their business dealings. At ZZZZ Best it was a diligent writer from the Los 
Angeles Times that found out about my past fraudulent credit card billings and wrote an 
article that prompted further investigation of my operations. Another recent example 
would be the case of Congressman Randy “Duke'’ Cunningham whose house sale and 
subsequent questionable activities were first reported by the San Diego Union Tribune. 
which led to further investigation. The media is a powerful, proactive tool that can help 
protect the elderly from fraud because those who perpetrate fraud fear that if undue 
attention is brought to their activities, someone may uncover what *‘we" are trying to hide 
that could imravel our fraudulent activities. 

There is one very recent example of the proactive power of investigative reporting in 
uncovering fraud. In February' of 2006, Mark Maremont, a reporter from the Wall Street 
Journal decided to run a story' on the Internet "'autosurf* industry. 1 first contacted Mr. 
Maremont in January of 2006 and told him about this industry and a certain company we 
were gathering information about for the FBI. which was also turned over to the SEC in 
Los Angeles. 1 subsequently forwarded a copy of our completed report on January 3 ) , 
2006.^ 

It did not take long for Mr. Maremont to establish that the one company that we were 
investigating had 300,000 participants and had raised over 50 million dollars. Mr. 
Maremont wrote his initial article on February 13, 2006 and within two weeks Peter 
Delgreco at the SEC in Los Angeles shut down this company, froze some 50 million 
dollars in cash for victim recovery and then issued a formal warning on the autosurf 
industry to protect the public in the future. 


My point is that we who perpetrate fraud do not want to be the target of investigative 
reporting. However and sadly, fewer and fewer reporters have time to do investigative 
reporting. Things have changed since the ZZZZ Best days. It would appear that today 
editors o! major newspapers and magazines are far more interested in simply re|X)rtiim 
what has already happened as opposed to uncovering ongoing fraud. However, there are 


■ Before loo much credit h given lo me tor this case, it should be stated that many people were skeptical 
about this industry before our involvement. 
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some that slit! do investigative reporting and they are worth noting for the record because 
they have track records of saving the elderly and other investors millions of dollars. 

Don Thompson at the Associated Press in Sacramento has done almost seven of our cases 
before there was law enforcement action. Scott Reckard at the LA Times still does this 
type of reporting as does Mark Maremont and Jeff Opdyke at the Wall Street Journal. 
And there are others. 1 realize that it is impossible to legislate the media to do this kind 
of reporting. However, I cannot ignore how important it is to encourage editors around 
the country that there is value in allocating resources to investigative reporting on the 
various scams that target the elderly and others. 

The second thing perpetrators fear is critical thinking. We want people to make 
investment decisions into our “deals” subjectively rather than objectively. Three 
examples of the subjective approach are: (1) a close friend or relative has been receiving 
large returns monthly for extended periods of time therefore this investment must be 
legitimate or (2) the prospective investor has little to no knowledge of the industry they 
are contemplating an investment in and therefore do not possess the knowledge to ask the 
right critical, objective questions about the business model. This leaves them at the 
mercy of the warrants and representations of the promoter and finally (3) the blind and 
unsubstantiated acceptance of excessive returns because the perpetrator has successfully 
compared his or her potential returns with the current, underachieving returns of the 
victim. 

My experience as a perpetrator and in the 15 or so cases of fraud we have worked 
proactively with law enlbrcement to uncover has taught me the importance of the 
objective approach to investment using what I call the “nomially and regularly test.” 
That means instead of basing a decision to invest based on my friend’s experiences no 
matter how positive they may be, investors need to ask the following question: 
“Normally and regularly do people in the carpet cleaning industry generate 40% gross 
profit margins in the restoration business?” Or, “Normally and regularly do people in the 
factoring business have the profit margins available in that industry to pay investors 30% 
a year as a cost of capital?” l*he point is thai when investors approach an opportunity, 
decisions to invest must be made objectively while applying critical thinking. And we 
who perpetrate fraud cannot stand people who apply critical thinkitig to our deals and 
often revert back to tactics like: “Well. Tve got a lot of happy investors .so your loss.” 

The issue is not happy investors. I had happy investors at Z2ZZ Best. Most Ponzi 
sclicmes and fraudulent deals can point to happy investors. Ihe issue i.s: does the 
business model hold up to the objective .scnitiny applying critical thinking. Despite this 
being obvious in every fraud we have uncovered, investors have tlirculencd me v\ith 
lawsuits, called jne an "ex-con who did not know business” or "jealous because I wasn’t 
able to run a profitable company.” Fortunately in just about every one of our cases the 
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perpetrators eventually admitted guilt. The point? People hold onto the subjective 
method of investment methodology until the very end. despite what the objective 
evidence may reveal, which leads to the lack of independent proof of profitability.' 

Investors subjectively accept the word of the promoter as it relates to his or her ability to 
generate huge returns without those returns being corroborated by any independent 
source. This was clearly prevalent in the Derek Turner Turning International fraud (he 
was recently sentenced to 20 years in federal prison). Mr. Turner claimed to be 
generating 38% annual returns trading stocks and options each year for nine straight 
years. The only problem was tliat he refused to provide investors with trading records to 
corroborate his trading success. He also did not offer investors any audited financial 
statements. However, that did not stop Mr. Turner from raising between 60 and 80 
million dollars worldwide because people used the subjective method of evaluating his 
company. And yes, Mr. Turner had elderly victims including one man from New York 
who lost $1,000,000 in Turning International.'* 

The third thing perpetrators fear is accountability. Consider the following points of 
similarity in the following cases: MX Factors. LLC run by Richard Harkless; Financial 
Solutions run by Chris Hashimolo; Financial Advisory Consultants run by James Lewis; 
Chicago Development and Planning run by Pat Morgen; Tuming International run by 
Derek Turner; Par Tliree Financial; Rainmaker Real Estate run by Alireza Dilmaghani; 
and Ware Enterprises run by Warren Ware — all of these multi-million dollar companies 
had no audited financial statements, were largely 'one man shows* and had no system of 
internal controls which would discourage illegal activities. Now of course the presence 
of audited financial statements does not necessarily prove financial accuracy (Enron, 
WorldCom, etc.) but the absence of audited financial statements in companies that lack 
independent proof of profitability is clearly a red flag for fraud. In the above mentioned 
cases the standard answer that was given when the perpetrator was asked for audited 
financial statements was. "‘We are a private company and are therefore not required to 
provide financial statements.” 

Again, the points of similarity are (1) unsubstantiated returns (no independent proof of 
profitability), (2) organizations dominated by a single person who was accountable to no 


In the ca-se ofthe elderly, the promoter will often befriend and chami ihe individual and provide the 
aiicntion that is perhaps lacking in their life hoping that the subjective relationship will blind the elderly 
inve.stor ofthe truth about the investment. 

‘ U .should be noted that in the case of Derek Turner, Special Agent Mail Galtoto from the Lone Island 
olllce ofthe FBI did an incredible job gening this company shut down in an 18-momlt inve.siigation. The 
challenge in this case was Mr. 1 urncr sci up shop in the Bahamas but regularly .solicited Atrserican 
investment capital. Malt Galioio and 1 traveled to the Bahamas using me as an uruiercover potential 
investor lo secure the evidence needed to shut down this operatiem. Mr. Galioto was also the lead aaent in 
the Rainmaker Rea! Lslate fraud. 



88 


Fraud Discover y tnfo@frauddiscovery,net 

i N S T 1 T U T E — — 

Phone & Fax; 

1-888-300-8307 


one and (3) the promoter's reliance on potential investors subjectively analyzing their 
business models as opposed to applying critical and objective thinking. 


The Latest Twists Perpetrators are Using Against the Elderly 


The three things I fear the most as it relates to the elderly and investment fraud are (1) 
what I call the new emphasis on attracting retirement money or qualified money by 
perpetrators from investors and (2) the rush offshore to stay out of the reach and 
jurisdiction of law enforcement and (3) the huge increase in unregistered securities fraud. 

Those of us who perpetrate fraud must continue to raise money to keep the scheme going. 
It is for this reason that most Ponzi schemes or investment frauds collapse from the sheer 
weight of paying those high returns. However, the new trend that I have seen which is an 
attempt by perpetrators to overcome this obstacle is is the latest emphasis on attracting 
qualified retirement money from the elderly or from the genera! public. Why? in the 
ZZZZ Best fraud, I had to pay out high returns monthly and sometimes weekly which is a 
cash flow drain and always forced me to raise new investor money to pay off old investor 
debt. 

However by convincing investors to use their retirement accounts to invest in these 
"deals,” the perpetrator only needs to come up with monthly statements showing certain 
achieved returns rather than the actual cash because normally people cannot withdraw 
cash from retirement accounts before age 57 1/2 without a severe penalty. In the case of 
the elderly, they are told that without investing their retirement funds in ‘This deaf’ they 
may “outlive their retirement.”’ Moreover, by accepting retirement money perpetrators 
impute credibility to their investment opportunity because there is an implied credibility 
associated with being an 'TRS approved retirement investment.” The implication is that 
before a company can accept retirement money from investors the IRS “checks them 
out.” However, the reality is the IRS docs not perform any due diligence on the 
authenticity of an iin esinicni opportunity and as long as there is an authorized custodian 
of transfer the legal burden for accepting qualified money has been met. 


il shoiiid be stated that with the extra lime provided the perpetrator through ivtircmetit inoties Lite 
perpetrator has more time to figure out the "cure'' or create a vehicle to cam enough moitev to pay off 
investors (please see "why we who (K’rpemuc fraud perpetrate fraud"). 
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Several of the cases we have woriccd on have had this acceptance of qualified money 
component. Financial Advisory Consultants, Triple Crown Enterprises and Par Three 
Financial just to name a few... and the trend appears to be increasing, fhe reason is 
because it solves many of the perpetrators' problems in that it imputes credibility to the 
inve.slment and lessons the pressure to meet monthly or annual payment of investor 
returns. 

My second fear is the move offshore with many investment opportunities. As has been 
stated earlier, Derek Turner intentionally used the Bahamas as his base of operation and 
yet focused much of his attention on American investors. Much of the ‘'autosurf’ 
industry has their operations in Belize or the Cayman Islands. Bogus tax shelters that 
target the elderly and young alike are often offshore. The appeal to the perpetrator is 
obvious: reach people in the US through the anonymity of the Internet or other means 
like ads in newspapers and magazines as well as word of mouth and avoid the scrutiny 
and accountability of US registration requirements. It is critical that law enforcement 
continues to send a message to these types of perpetrators like the one sen! by the FBI in 
the Turning Internationa! case. Even those who perpetrate fraud offshore need to be on 
notice that they can and will be prosecuted. 

Thirdly, it would appear that investment fraud costs the American public about 40 billion 
annually*’ and much of that figure comes from a certain type of fraud — specifically 
unregistered securities fraud. In short, the elderly and the average American investor do 
not know the definition of a security and because of that are not able to recognize an 
unregistered security. Simply put, a security is not a stock or bond like most assume. An 
investment is a security whenever I (the promoter) take someone's money, promise them 
certain returns and invest that money in widgets, carpels or foreign currency trading — it 
does not matter. 

What the elderly and others need to know is that a security does not have to be a stock or 
bond in order to have the licensing requirements that require said offerings to be .sold 
only by licensed broker dealers and to have those offerings registered or blue skied in 
each slate they are sold in. Out of the 1 5 cases we have been involved in uncovering with 
law enforcement, almost every one of them was deemed an unregistered security being 
offered by unlicensed broker dealers. Raising awareness in this one area about what 
constitutes a security under the definition of the law may go a long way in protecting the 
elderly. Why? Because where there is an unregistered security, there is most likely fraud 


' Please sec email from Rcrnic Bicoy to me. Mr. Bicoy is the founder of the Venture Research Institute in 
Orange C ounty. Calilornia and is a recognized espen in the field of invesinrcni fraud, i- rankly he is a ioi 
tnorc educated about fraud than i am and I respect his views greatly. His email to me also includes some 
additiiituil helpful insiglu regarding fraud against the elderly and how they are perceived as eu.sy tiirgeis. 
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and misrepresentation. But as of right now, 1 am afraid that few investors, especially the 
elderly, can identify an unregistered security. 


My RecommendatioDS 


The best way to stop fraud is to talk people out of ever perpetrating it in the first place. 
This may sound naive, but I am convinced that the two most important things to detour 
fraud — especially against the elderly— -are to increase the ji^rception of detection and the 
perception of prosecution. In my opinion the best-equipped agency to criminally 
investigate white-collar crime on a national level is the FBI. No other organization is 
even close. And I can speak from first hand experience about their ability to piece 
together sophisticated white-collar crime. 

However, since the tragedy of 9-1 1-2001, a large part of the FBI resources have rightfully 
been committed to terrorism. My fear is that one of the reasons why financial crimes 
appear to have increased in the US over the past few years can be attributed to the fact 
that perpetrators think the FBI is loo preoccupied with terrorism to devote the resources 
necessary to catch them. And w'hen the perception of detection is low', perpetration 
increases. If 1 am convinced that there is a high likelihood that I can get away with a 
financial fraud 1 may be more inclined to perpetrate one. 

The Senate and the Congress know this all too well because if Sarbanes-Oxley did 
anything it increased the perception of detection for CEOs and CFOs who may have had 
the inclination to cook the books in a public company before this law was passed. But 
what about the other 40 billion a year in investment fraud that is not under the jurisdiction 
of Sarbanes-Oxiey? My recommendation would be to increase the FBI’s budget so that 
they would be able to allocate more resources (agents) to white-collar crime. Besides, as 
w'e ail have learned, behind every terrorist act there is a white-collar crime. My point is 
that I think ihal in order to increase the perception of detection, the FBI needs more 
agents working on bringing perpetrators to ju.stice. 

1 have heard it .said that for every one IRS criminal agent that is hired, on average that 
agent recovers four times the amount of his or her salary in lax fraud. I do not know the 
exact figure for the i 'BI as it relates to the monetary value of each new agent assigned to 
white-collar crime, but it ytm want niy opinion from my experience in perjicirating and 
imco\cring linanciai Iraud. each new FB! agent assigned to investment fraud would 
recover at least ten limes their salary in either seizures or court ordered restitution, all of 
which now go back to the v iclims of the crimes. .And for the elderly that is critical. 
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I would make ihe same recommendation for the Securities and Exchange Commission as 
it relates to an increase in staff designal^i for these types of frauds. Although primarily a 
civil enforcement agency, they have had tremendous success shutting down financial 
crimes in progress and helping victims receive recover)'. The only problem ! see is that 
some of the people the SEC shut down may surface again as a promoter of a new crime if 
not followed up by criminal prosecution (a referral made to the FBI). 

This is exactly what happened in the Edward Showalter case. Mr. Showalter had two 
separate run-ins with the SEC in Washington and Los Angeles before he perpetrated a 20 
million dollar real estate fraud involving hundreds of people and was sued once again by 
the SEC in November of 2005. The difference this time was the FBI in Santa Ana was 
brought in and special agent Peter Norell made sure that Mr. Showalter was criminally 
prosecuted and therefore will not be a repeat offender. 

To assure that others like Showalter do not slip through the cracks, an intentional 
working relationship between the SEC and the FBI needs to be established.® Take it from 
me, the only thing we criminals fear is criminal prosecution and jail — not tines or bans 
from the SEC.‘* When the SEC files a lawsuit for fraud everything necessary for criminal 
prosecution is included in the great work they have already done. The investigative 
“heavy lifting” is complete and included in the court filing made by the SEC. Once a 
TRO is attained in federal court and a receiver assigned, fraud and misrepresentation has 
been proven, h is low hanging fruit for the FBI and the SEC should intentionally refer 
these cases to their local FBI office for follow up criminal prosecution. This will aid in 
increasing the perception of prosecution. 

Another recommendation would be creative and innovative educational tools, which are 
helpful in protecting the elderly from fraud. Please forgive the shameless plug but we are 
in the process of creating DVDs targeting the children of the elderly (for the most part, 
everyone has a mom and dad tliat they care about) in hopes of the children taking the lead 
in protecting their parents from fraud. These DVDs will be creative in their presentation 
and identify the “top 10 frauds” that specifically target the elderly. Of course, others 
have similar tools that are equally effective including law enforcement agencies like the 
California Slate Attorney General's office.’^ 


In addilion to, ot'c<Mirse, their regulation of public companies. 

Ot course these two agencies have had several successful joint investigations. However, I am referring ro 
the many cases the Sf^C investigates and .sues without FBI involvement. 

' By making ihi.s .statement 1 am not depreciating the significance of their work but atn merely staling that 
they are limited to civil enforcement. 

I was aciually honored to be able to appear in this video project designed specifically to educate and 
protect ihe eiderty. 
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Another suggestion woiiid be that law enforcement nationwide changes their approach as 
it relates to financial fraud investigations. In many instances, law enforcement will not 
investigate a crime until there is a complaining victim. 'I'his outdated methodology helps 
criminals. Why? Because as a perpetrator of fraud 1 know I must keep investors in my 
scheme happy by paying them on time so they will help recruit new investors into my 
deal and to prevent them from going to law enforcement. We keep this facade going 
until things fall apart and the fraud collapses. 

Most law enforcement agencies will not even entertain opening an investigation on a 
company that has no victim complaint of a large, monetary loss and this approach plays 
into the hajid of perpetrators. Law enforcement nationwide should examine the work of 
Karen Patterson at the California Department of Corporation. Peter Deigreco at the 
Securities and Exchange Commission in Los Angeles and Special Agents Peter Norell 
and Matt Galioto of the FBI as examples of successful prosecution based on probable 
cause as opposed la wailing for the fraud to collapse and victims to complain. ' ’ 

The probable cause test cares nothing about w-hether or not people are “receiving their 
promised returns" but instead focuses on objective tests like sources and uses of cash, 
whether or not an unregistered security is being offered and the tenability of the business 
model. The success the abovementioned law enforcement otTicials have in proactively 
uncovering fraud before the company in question collapsed and while there was still 
money to seize and return to victims is hard to argue against. 

My final suggestion, which would require minimal work and expense, is to reinforce 
investigative reporting when it works in protecting the public. Senators and members of 
Congress can simply Jot a quick note to the editor or writer of the publication that breaks 
stories that protect the public from an ongoing fraud. Maybe then more editors will see 
the value of the “unknown variable" and how their unique position in the media can save 
the elderly from being targeted. 

As 1 mentioned earlier, people like Don 1'hompson at the Asjiockiied Press, Scott 
Reckard at the Los Angeles Times, and Jetl' Opdyke and Mark Maremont at the Wall 
Street Journal have long track records of proactive fraud pieces that have taken the public 
out of harm's way through accurate, investigative reporting. Believe me. no perpetrator 
wants newspapers and magazines focusing on investigative reporting. 


1 am sure others in law enforcement take (his proactive approach, but not man> in nn experience. Frauds 
we have uncovered have brought us to many states where law enforcement otTiciais .stated things iike, 
"Bring me a victim and we will take a look." 

■ 01 course, the-se law enforcement officials have worked cases that I have not been involved with atid 
acliievcd the same result. 
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Conclusion 


Let me close by reminding the committee that I apologize if my testimony has come 
across like 1 am some kind of “know it all ” I am not and if it has come across that way I 
ask in advance for your forgiveness. As J always tell my church congregation, 1 am a liar 
and a thief saved by the grace of God. I never lose sight of the fact that I have been given 
another chance in this fife — one that 1 do not deserve. Today, 1 do not commit securities 
fraud but 1 still have a long way to go in becoming a better person, .lust ask my wife or 
any elder at the church that I have pastored for over nine years. 

I would also say that there are many others who have come out of prison that have far 
outperformed me in their contribution to society, fhat you would even entertain the 
testimony of someone like me is a privilege that I do not merit. However, 1 love this 
country and consider it an honor to help in any way you deem necessary to protect 
people — especially the elderly from financial ruin. 


Respectfully submitted. 


Barry Miiikow 
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DORS SOT :r.cliide the newer and more burgeoning areas of ID which 

has it's norriiyirig statistics. 

On average she SEC files lawsuits against some billior; a year in 
investmc^nt fraud. This DOES NOT include state securit.ies, and attorney 
general lawsuits . 

VJith these stats on hand, and with the VRI postings we can come to 
certain conclusions . 


EDITORIAL POSTuD ONLINE 


88 NEW scams a day, averaging $1.25 million, totally $110 million in 
tosses .EACH DAY. 


At VRI, "We are not under the illusion we catch all of the stories on 
financial scams. But let’s assu.me for a minute that we do. 


We post some 30 plus stories per aay. Of those about half are ’new 
seams'. Assuming a 270 day year (we don’t post on week ends) then in a 
given year there are over 4,000 'new scams’ this site alone reports on 
every year. 


How many are there that aren't caught and reported? We have ivoticed 
that the SEC launches civil lawsuits against some $5 billion a year in 
financial scarr-.s. The FBI estimates that the actual amount of firrancial 
scams totals some 340 billion a year. 


That would mean that the amount caught by the SEC is some 121 of the 
scams ’out there'. 



equals 12-r then ' h' nurrioer 
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WHY IS IWVSSTMSWT FRAUD SO PREVALENT . AND GROWING? 


There is NO federal or state agency, police departirent , or regulatory 
agency state that: focuses on helping investors avoid scaits. There is NO 
'fraud swat, teat' that leaps into action on the reports cf investment 
scams. The reports and conipiaints trigger 'ongcirscj investigations' frorr: 
one to two year, duri,ng which time the scam continues to operate, 
ripping off investors. 


Like all criminal prosecution in this country the focus is on stopping 
the scams once they have started, and getting the money back if 
possible . 


One cannot stop an investment sca.Ti until the civil and/o:r crimin.ai act 
is established enough to launch a civil or criminal lawsuit. It is the 
-ACT of defrauding investors that constitutes the crime, so the lawsuits 
always come after the damage has been done. 


And once the damage has been done, the stolen money is dispersed and 
spent as fast as possible, leaving the average reco'.'ery rate on an 
investment scam about 71, plus or minus 3 points. 

There is also a tendency for agencies, D.A's etc, to focus on .monetarily 
large invest.ment scams. But the bulk of the da.maye is done with the 
siTialler invest.ment sca.ms on a day to day basis. .See Editorial above. 

This leaves the .smart scam artists with a 'below tne radar' loophole. 

If the scammer raises less than $2 million dollars from his victims, 
and shuts down his cper.ar.Ion within 2 years, the odds of his gcttting 
ite nearly r.ero. If he is caught, there i.s no agency, DA or 
police force that c.atss enough to chase and./or prosecute the sca.m 
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Tn. 


people ere eepecie.Lly devastating to the 
:ed oy age, ci rcuinstance, and the cultu 
era lo operate on 'trust*. They are in 
ir. vestment scami artist . 



This raises a eaten 22 for scammers, and a hope for prosecution. Tne 
typical investment scammer can't help but focus on seaitimirig the 
elderly, b€:;cause it's so easy. But almost every state has specific laws 
against elderly abuse. And to be bluntly honest, .AG's and DA's who 
might not ctt:e.rwlse prosecute a ’typical', complex, hard-to-understand 
ana hard-to-expiair.-r.o-a-jury scam, will do so oecause of the puol ici t. y 
value afforded by a case involving that elderly abuse. 


Investment scams decimate the elderly retiiement funds, sending 
hundreds of thousands from a secure ret irenent and back into the work 
force, takiri-g jobs from younger mendoers of society. 


And in additioip investment scams decimate the trust of both the 
elderly and the younger victims alike, creating a. more distrustful 


Bernie B: 


toy 
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January 20, 2005 

Ms. Karen Palterson 
California Deparlmenl of Corporations 
1515 Street 
Sacramento. CA 95814-4052 

Special Agent Peter Noreli, Supervi.sor 
Federal Bureau of Investigations 
901 West Civic Center Drive 
Suite 300 

Santa Ana, CA 92679 

Dear Ms. Palterson and Special Agent Noreli: 

I hope you arc well. Please find the following report and addendum.s. which contain what 
appears to be a financial crime in progress. 1 respectfully ask that you independently 
corroborate my findings aitd please do not hesitate to contact me if you need any funher 
documentation. 

Brief Ovkrvikw of Comp.any and Operaiions 

Enclo.sed you will find a detailed report on Par Three Financial. Inc., a Nevada 
Corporation' doing business in Las Vegas along with their current banking information 
and account number." They currently have investors in at least five states’ totaling well 
over 100 people some of which arc ’‘retirees'”* and have already raised millions of dollars. 
The company promises 24% annual returns and supposedly generates these margin.s by 
“factoring” money for advance payday loan and check cashing centers located in several 
states across the country including: Utah. California. Florida, Nevada and Oklahoma. 

The Fraud Discovery htstilute was contacted by an investor who currently has 5200,000 
invested in Par Three Financial. Inc. and a.sked us to “check out the company That 


’ Par Tliiee F'inaiK'iat, tiK’, lisis as their aitnpany addre.ss as; 101 Convention Center Drive, .Suite K.SO. Las 
Vegas. Nevada. XV 109. Citriou.sly. there arc three different phone numbers listed tor the company itsvo on 
the official company vveh site: 877-.n ’.'-bWK) and 702-4? I -693 and one listed their I.XVB report; 792 
2X4-56S.'o. 

Please see Addendum 2. 

-According (o intcrv iews u ith both Donna Weldon and J.Wy l.one. the compans vice president, invesiors 
are ItKaieti in C aiilontia. Wdishineion. Nevada, Oicgon and t'lah. 

Please see inters iew of J.W. Dmg taler in this leport. 

i'lie investor called on Januaiy 9. 2{M)5 immediately after seeing me on a half hour .show ho>tctl in Paul 
B]ot>m. which viired on KfSi television. 
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investor, lor ihe purposes of this report, has asked to remain anonymous but ha.s {as you 
know) already cooperated by phone with law enforcement and provided independent 
confirmaiion of the abo\c.^’ 


Brief Overview 

Par Three Financial, Inc. uses five full-time individuals (known as “reps*')' to actively 
recruit new investors. These reps are overseen by J.W. (James) Long who is the Vice 
Pre.sidenl of record for Par Three Financial. Inc. The company also attempts to attract 
new' investment capital by encouraging current investors to invite their friends and 
relatives into the fund for a commission.*^ WTten current investors refer their friends and 
family members they are given a Hat $200.00 referral fee for the first month a new 
prospect invests and ‘/j of one percent of the principle invested by the person referred for 
each month thereafter. 

in addition to the reps and the referral bonuses. Par Three Financial. Inc. has placed 
■■investors wanted" atls in newspapers to solicit new investors. The Fraud Discovery 
Institute has obtained “investors wanted" ads offering “ROI of 24% per year" 
strategically placed by Par Three Financial. Inc. in at least two newspapers that we know 
of; the San Francisco Chronicle and the Seattle Times.‘' Further. Par Three Financial has 
placed online advertisentents for investors on at least tw'o prominent, online publications: 
Inetgiam and Usfreeads.com.'" 

According to public records including a Dunn and Bradsircct report, the company's CEO 
is long time attorney Michael L. Potter.’* Mr. Potter was born in 1951 and before 


" F..xiensiv't‘ phone conver.saticvn on January 18. 2n().i. 

Two ol these "reps" are Diuma Weldon (whoin 1 did Uiik to) and Jvthn MacKenzie whom 1 did not speak, 
with directly but learned about him through conversalions with Ms. Weldon and Mr. Long and from the 
online posting he made to advertise Par Three Financial, inc. as an in\cstmcni opportunity , 

' Please see AddetKlum o. Par Three Financial's official monthly newsletter dated September 1. 2(M)4. 

These ads ran in the .Seattle Times from i 1/16/0.' to 4/28/04 arnl. .ictording to Ron (41 5-777-7777. ext. 
.L524) ia.si ran in the San Francisco Chiimicle from 04/25/2{KM tt' 04/28/2004. At least one invc.vtor I spiiko 
with. Philpott in Wa.shingu>i). invested in Par Three Financial after seeing the ad in the paper. Pk-use 
see Addendum 4 for the exact .uls that were placed in Ihc.se ncwspairers. These ad.s have also been 
lorw.irdcd to both I’etcr Del (ireco and Ms. Patterson. 

Please see addendum where the actual ads placed online are copied or go to: 
wvvw.inei,ei;mi.com/dcfaiili.aNp?uction=cutTeniads&-name=John'7-'20MacKen/ieA:ioemid= i?.' i.>7 - 47k- - 
.SuppiemenialKesult - t'.i cho !. Please note that in the Jnetgiani ad Mr. John .M.-icKen/ie is the listed contact 
on behail oi the company . 1 su the Usfreeads site please go to. wwyy.nv.iistreejds com/nc\in.ia/l7.50nl - 
local. htinl - I ik - .Supplensciiial Result - Caches!. 

Donaki I). Merrm is also hsici! as an ollicer. Plea.se see the attached public records m Addendum 6. 



99 



Fraud Discovery 

t N S T I T U T E 


info@frauddjscovery.net 

Phone & Fax: 

1 - 888 - 300-8307 


opening Par Three Financial. Inc. in 1997 he was a praciicing attorney for twenty years.'" 
Through conversations uirh both investors and .'.enior management of Par i'hrce 
Financial. Inc. Mr. Potter rarely if ever deals directly with investors and according to Mr. 
Long relies on him to "run the day to day operation of the company." 

Six i.sswks that appear to make this a financial crime in progress 

1. Unregistered security/unlicensed broker dealer. 

Par Three Financial, Inc., unlike any other investment opportunity that I have seen, 
proactively attacks the issue of whether or not their offering constitutes a .security. 
Whether it is their password protected website' ' or their “investor quaiificaiion" by 
application, or by coming right out and arguing that their offering is a ”noie" and 
therefore exempt from securities laws, the company gives the impression to the public 
that they arc exempt from full financial discio.sure lo regulatory agencies. 

The pas.sword protected web.siie for Par Three Financial. Inc. makes the below 
argument to exempt their offering from being labeled a security: thus avoiding the 
need for full financial disclosure to regulators. They state: 

^‘llnder the Securitic.s .Act of 193.^, this note is regulated under Section 3 of the Act. 
Paragraph fa } of Section 3 reads as follows: 

Eu'inpit'd Securithw 

Excffpt fi,s hfrcinafh'r i-xpressiy ptovuh-d. the provision': oj this title shall ml appix lo anv of the 
Jol{oivini> dnsses of securities: 

3. Anv NOTE, draft, bit! of exchange or honker's ucxeptance which arises out of a current 
trcinsuciion or the proceeds of which luive been or are to be used for current transactions and 
which has u uwnirity at the time of issuance of not exceeding nine m)nih.s. exclusive nfdaxs of 
grace or any renewal thereof the mnurity of which is likewise limited: 

The initial term of the Loan .Agreement is nine (9) months. Therefore, the Company’s Note, 
via Investor Accounts Receivable Purchase Note is considered an "Exempted Security". 

The Fraud Discovery Institute has had no less than nine specific cases dealing with 
the question of "what constitutes a security” and although not a legal opinion, we 
subinii the follow ing five items for consideration: 

■■ Aiimiiiedl) this mformanoii wio i,jkcn directly from the compaiw's I.')unn ;ind liradstice! repon inn is a 
priniarv stnirce ivlercncc because, according to Duon and Bradstreel, Mr. lAittci |X‘rsonal!v (>idviclcci llie 
intormafKin coniained in the lepori in .March n( 2(KU. We have included the company DiiB report in 
Addendum 7. 

bit vv M C'X pai lhioeii ri arict.ii.A-i in. user name ■‘Par.s" and pas.swoid ".success" fo download bankinu 
inlorination. go to www p.iriliu-el i nans i.ii.e<»m'-.w ire tn fo download a copy for the agreerncnl all chc-nis are 
given hclore invcMing go to w'.vu i>.;r!!f ivef)n.i!h:i.t(.co! ii sicieen K-iiis. 
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a. First, a promoter may call an offering anything tliey want (in this case a note) but 
that doesn't make it a note (nor does it exempt it from being a security). In fact a 
note can even still be a note AND a security. Par Three FinanciaL Inc. has 
structured this deal so that investors do not technically "'invest" with them but 
rather "lend” them money (thus the term note and tlie hopeful avoidance of being 
labeled a security) which the company then gives to advance pay day loan and 
check cashing companies. 

h. Second, Par Three Financial, inc. appears to fail the Howie lest for what 
constitutes a security. Howie's three-prong lest being: ( 1) a sum of money, (2) for 
profit, or (3) where the primary reliance for success is dependent on the effons of 
the promoter. Since our client has no experience in the check cashing/advance 
payday loan industry (as he has already confirmed to the California Department of 
Corporations) nor does he have an expertise in factoring. I think the Par Three 
Financial, Inc. offering meets the Howie test and appears to be a security. 

C. Third, in Reves v. Ernst & Young. 494 U.S 56. 74 (1990) it would appeal' liiat hiding 
under the umbrella of “a note” would not necessarily exempt the offering from 
being a security. 

d. Fourth, and as to investor qualification through an online application and a 

password protected website which is normally and regularly done by the company 
to give the public impression that only "qualified investors" are sought and in 
limited number, the very fact tliai general solicitations were made to the public 
through newspaper advertising and online website advertising means that Par 
Three Financial, Inc. docs not appear to qualify under any security exemptions. 
Moreover, the "qualifying of new investors” and backing away from a general 
solicitation to the public is a relatively new approach for the company and is 
confirmed in their official newsletter signed by J.W. Long where, in September of 
2004, he write.s; 


“Next month we w ill be pa.ssH ord protecting our website: w w w.parlhrcefinanciakcont 
as W'e will only be working with our existing partners and their referrals. You will 
receive the password in our next Ne^vs Letter for your ow n personal use and the u.sc of 
your referrals.” 

Unfortunately, when talking about a general solicitation of a security, "once the 
toothpaste is out of the tube it is hard to pul it back.” The fact that the essentia! 
components of their former website, www.maketwoperccntainonth.co ni. arc stiil 
retrievable, along with the investment opjKmunity through a simple Googic 
search , general solicitation still seems to readily applv. 


" SiiT)pi\ Hi AWW .ind lypc in (in qutilcs) ••Pur Three l-inanciul. Iik." 
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e. Fifth, the company's practice of paying commissions to unlicensed broker 
dealers'^ to bring in new prospects appears to be a clear violation because it seems 
the company is utilizing unliceased broker dealers to sell their security. 

Finally (based on the above), on January 18. 2005, I called David Stauffer at the 
Oregon Department of Consumer Services (866-814-97 10) and he checked the 
Centra! Registration Depository (CRD) national database and determined that 
Michael L. Potter and Donald D. Merritt (the two listed officers in a public search of 
Par Three Financial, Inc.) are not iicemsed broker dealers.'^ 

On January 18. 2005 1 also called Judy H. at the Securities Division of the Slate of 
Nevada (702-486-2440) and asked her if Par Three Financial. Inc. was blue skied in 
the stale of Nevada and she confirmed that they were not. Additionally 1 had her 
check to see if Mr. Michael L. Potter or Mr. Donald D. Merritt were licensed to sell 
securities in the state of Nevada and they were not. 

2. No lenders license.^' 

In addition to clearly stating on their official, password protected web.site that they 
' lend money to check cashing stores ' the company i.s not a licensed lender in 
Nevada or California where they are located and claim to have check cashing store 
customers.’*^ On January 18. 2005. 1 spoke with Carol Pearce and Robert Silva from 
the Financial In.slitutions Division of Nevada located in Carson City (775-684-1833) 
and they confinned that neither Par Three Financial. Inc. nor Michael L. Potter 
possess a license to do any kind of lending in the stale of Nevada where the company 
is incorporated. Additionally on January 18. 2(X)5. 1 spoke with Mary G. at the 
California Department of Corporations California Finance Lenders License Division 
(213-576-7690) and she also confirmed that Par Three Financial. Inc. does not have a 
license to lend money to anyone in California. 

The company attempts to sidestep this lack of licensing (bccau.se of the usury 
implications of charging a check cashing/advance payday loan company 5-10% per 


'' Pk-ase lemembci ihb is a vsel! c.siabiisbcd practice of Par '"I'hrcc Financial confinned in {heirowa 
ncwskitcrs and confinnett b\ oiii client. 

Michael [... Poikrr d<»c.s have a t.'RD number ( 13!. “^971 j but he is imi registered or hcensc<t to ‘^ell 
sfcurifiOs. 

A conipans iniisi hold a lenders license in any slate they do business One (.mly needs to listen to Hie 
barrage nl mortgage hroKov radio commercials to know this u> be the c.'ise. 

' I’lcase see intci \icws w idi J.Ws t.i.ng and t^onna Weldon where both conlh m check cash me store 
ciisti'ntcis m ihc !oil»>\\ing states- Nevada, (.'aliloriiia. Oklahoma, Fioirda. l-iuh and. according to Mr. 
i.ong. .tI) new stores it) i’e.vas. 
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inoiuh !Ji inieresl oji loans without a lenders license)’'^ by stating on the question and 
answer section of their website the following; 

‘Msiu ii u>u'\’ In earn ui thaige a rate ^it inieiesi jb(3\o 24'i.? As stated above, an investor, 
legally known as a "Factor” is charging the company. Par Three Financial in this case, a fee 
each month of 2 % to allow the company to purchase additional inventory, "consumer 
checks” on their behalf. Yes, if it were an interest rate charged it would be an unlaw ful rate 
of return. This is why the agreement is an ’’.Accounts Receivable Purchase Agreements," and 
3 " Loan Agreement". 

in our opinion, this argument lacks credibility because factoring involves cither the 
purchasing of a receivable at a discount with no recourse"*' (something that is 
pragmatically impossible for a check cashing company to do considering the rapidity 
in which checks clear, the volume of many checks in small amounts and the short 
term nature of a two week loan made in the advance pay loan side of the business)' ‘ 
or using cenain receivables as collateral to borrow money. The former requires no 
lending license because of the non-recoursc nature of the transaction but the latter 
does require a lenders license. 

And yet the Par Three Financial. Inc.'s website says on the one hand that it lends 
money to check cashing stores; but on tlic other hand, the same website says they do 
not lend money because of usury laws but instead utilizes accounts receivable 
purchase agreements. In their .Accounts Receivable Purchase Note*’ it explicitly says 
when describing (from their own words) the type of business they arc engaged in that: 

A Hl':Rf:,\.S. (,'liciU <l*ar Three Fiiiuiicial. Inc. — vmphash mine) is engaged in the 
business of public ! coninu rcial retail kiultna . and sells and delivers product and/or 
provides services to (Tistomei-s on a crciHl basis...” 

And finally, even in their "investment opportunities" ad placements in the Seattle 
Times and the San Francisco Chronicle the copy rcad.s: "established lending 
company, . Well, which is it? These two comradiciory views cannot both be true. 
The likelihood is that the company i.s concealing their lack of licensing by using 
phrases like ‘‘purchase agreement" instead of loan and they are not even consistent in 
that regard. There appears to be only one way to resolve these apparent 
contradictions. If ihe company in laci docs have enough check cashing/advance pay 


' Tile Ci'inp.iiiy's nrTkutl \\ebNitc evphciliv sJates JhiU ihcy charge iheir check cashine/advance p;niia\ 
cij^ionier.'i .r KKv per inonib. The cxaci iaogiiage reads: "We make loans to ihc stores •.tartine aV 
S25.()(50 (K) In return we receive a month in fee payments.” 

■' The Fjiuul Discovery Insiiune has a sfrevii'ic expertise in the factoring bmincss becaiihc ot our work m 
uncovering MX I aclois. u .•'5 million di-lbr iraud out of Riverside. Calitornia. 

Sec report from expert Don Coker jxnnis 4 and 5. 

■' See .-\ddendurn S. 
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loan customers to justify the margins they are currently paying their investment pool 
they are clearly lending them money without a license. 

3. The business model of Par Three Financial is untenable. 

The Fraud Discos ery Institute retained Don Coker, an expert in both ifie banking and 
check cashing industry, who has been retained by die FD!C"^ and several other and 
agencies in the past. After reviewing Par Three Financial’s official website and 
company newsletters, Mr. Coker concludes that: 

‘‘^Despite having a high level of familiarity with the payday lending and check 
cashing businesses nationwide, I have never heard of this company or any 
company that purports to do busine.s.s on this business model. Likewise, I 
have never heard of any check cashing company that uses a service even 
similar to this service purportedly offered by Par Three Financial, Inc., 
underscoring my opinion that this business mode), as presented, would not 
work.” 

On January 1 1. 2005. 1 spoke to Bun Goldberg, the President of The International 
Factoring Association (805-544-8327). The IFA has over 200 member factoring 
contpanies and he told me that he has never heard of Par Three Financial. Inc. and 
that he was not aware of any factoring company who had check cashing/advance 
payday loan companies as clients."^ 

Additionally, according to our research, the margins in the advance pay day loan and 
check cashing business can be upwards of 300 to 400% annually and therefore 
offering investors 24 % a year return is mathematically plausible. Thi.s fact is not lost 
in interview's with Ms. Weldon. Mr. Long and even Mike Brisce"^ from Ace 
America’s Cash Express who. although admitting he has never heard of factors doing 


After UC:C- i searche> in five prim;»ry .viatcs Par Three Financial. Inc. claims to be doing business, wc 
were unable to fmd any UCC- 1 liens listing Par Three Financial as the secured party. Plea.se see 
Addendum 9. .Additionally none of the investors wc talked to had ever spoken with a customer of Par 
Three Financial. Inc. 

■ ' Mr Coker's report along with his crcdemials has been included in its entirety in Addendtnn 1 which 
imniediaiety f<il!o\v.s ihis report. Plea.sc note that in the report .Mr Coket qualifies his conclusions with the 
siaiemeni that he did not speak to anyone fri)m the company but only reviewed their <'ftlciai web site m its 
entirety -which included the .Accounts Receivable lAirchasc Note .Agreement and a couple of companv 
newsieiicis. 

' In the interesi of full liisclosurc. the fact that Mr. Goldberg had not heard of any factor heinu in thc 
businc's ol check cashing/adsance pay day loans did not mean that he beliesed that it w a.s impossible liiat ii 
iacini couki be in that business but rather that he had not heard i.n a factor in that busine.ss nor had he he.ird 
of Par ! [iiec I inancial. Inc. 

Mr. Hriscc s plione number is 300-7 i .Ace Cash F.\pres> is one of the industry le.'idei s in the 

.uK.ince }fiivday loan and check cashing hu.siness with hundreds of stores nationsvide. 
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business with check cashing companies nor has be ever heard of Par Three Financial, 
liic. he did confirm that the margins in this industry are substantial. 

However, if these reiunis were so prevalent in the check cashing and advanced 
payday loan indu.siry then the need to pay Par Three Financial, Inc. between 89i and 
10% per montl)’’ for wwking capital would be minimal at best, as the margins would 
quickly provide the necessary capita! for ongoing operations without the need to 
bonow from Par Three Financial, Inc. Despite this, Mr. Long and Ms. Weldon 
boasted of retaining long-term check cashing/tuivance payday loan company clients 
who were “unable to qualify for bank financing" because they were “.small ma and 
pa" run companies. Moreover. Mr. Long is currently establishing relationships with 
”30 new check cashing companies in Texas." Even if one concedes that any 
company can .survive w’iih a cost of capital pushing 5 to 10% per month, it would 
cenainiy be in their best interest, especially If the margins in the industry made this 
borrowing possible, that they would seek to minimize a long term relationship with 
Par Three Financial. Inc. 

4. No apparent evidence of customers (sources and uses of cash test) 

The Fraud Discovery Institute ran UCC-1 searches in the following states: Florida, 
Nevada. California, Utah and Oklahoma — all slates that both Ms. Weldon and Mr. 
Long confimted that Par Three Financial, Inc. had check cashing/advance payday 
loan customers,"’’^ We found no UCC-I filings listing Par Three Financial. Inc. as the 
secured party. 

However. I specifically questioned Mr. Long two times if the company filed “blanket 
UCC- 1 liens on all their check cashing/advance payday loan customers to protect the 
principle invested and he said “yes." He also added that Par Three Financial. Inc. 
makes their customers .sign agreements, which further protects prospective investors. 
When I interviewed investors (admittedly 1 did not interview al! the people in the 
fund), no one ! spoke lo had ever been given the nameof a single check 
cashing/advance payday loan company that Par Three Financial. Inc. was doing 
business with. 

Please note that it i.s not the position of the Fraud Discovery Institute that Par Tliree 
Financial. Inc. cannot come up with some companies they may be doing business 
with hut if they can 1 could not find any evidence of it in the public record nor docs ii 


Please >ee "abidjl us” seefioii •>}' ihc passwoid pmU'Cted website \vhi».h sas s Par Fhice l-inaneial, Inc. 
receives "beiween yi- U’ iOOf per moinh" ihjm thcii check cashiiie/acivancv paydav ioau ctisi(Hne(.s. 
tl('wc\ei . in iny tnul inleiA icw wiiji ,\Jr. Laint: i>n Jaiiuaiy i4. 2005 the i>tice aeain caiiecl me at the 
cbinvti ), tu’ ^ays ilie ices rcceivcil are closer lo 8‘’'i to lOw- {K’r month. 

Please sec the actn.il UCC- 1 -sc.irehe.s in .Addentluni 9. 
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appear ihat they ha\’e enouglt customers to support the retunis being received by over 
one hundred current invc>tors. 

The only way to conclusively prove whether or not Par Three Financial, Inc. has real 
advance payday loan/chcck cashing .store customers and Is therefore caniing enough 
revenue to support the returns currently being paid to investors is to subpoena their 
corporate banking information and obtain microfiche copies of the actual money 
deposited into their operating account. If the only money deposited is new 
investor money and not revenue from fees (interest) earned from their 
“customers” then fraud has most likely occurred. We have included said banking 
information in addendum two. The Fraud Discovery Institute does not have such 
subpoena power but hopes to establish at least probable cause for the FBI. the SEC or 
the DOC to do so. This, however, is the only way to know for sure whether or not the 
customers exist. 

Finally, there is some corroborating evidence for (his "not enough customers to 
support the operation” theory as tlte 200.Vyear end revenue as reported to Dunn and 
Brad.streel from Mr. Michael Potter directly shows revenues at just below three 
million dollars ($2,998,000). One would as.sume these revenues would be generated 
from money paid to Par Three Financial. Inc. from local check cashing/advance 
payday loan stores because their website indicated that is how they generate revenue. 
However, based on the few people we talked to (our client. Mr. Capouch and Mr. Bob 
Philpott) they cumulatively have Invc.sted almost tliree quarters of a million dollars in 
the fund and when you count the other invcstor^ it would appear the company i.s not 
generating enough revenue to support these 24% annual returns on the millioiis they 
have already raised."'^ 

5. No CPA prepared Financial Statements (independent proof of profitability 
tesO'’" 

The only financial information investors arc given by Par Three Financial, Inc. is 
what is available from Dunn and Bradstreei. Our client and others have been told that 
Par Three Financial, Inc. has excellent credit wdth Dunn and Bradstreet but investors 
are never given independently prepared financial statements, i asked Mr. Long about 
this and he said that the company is "private” and is not required to produce CP.\ 
prepared financial statements. "Wc just .send checks" were his exact w-orcL referring 
to timely interest payments to investors. In tiie past nine FDf cases that emied up 
being unregistered securities offered by unlicensed broker dealers (and ultimately 


Again, poini should he N’ievws! in light i>i hi.storkal daia comained in the Dunn and Brcidstveel repon, 
I he presence ot Cf*A preparesi tinanci.'il slrilcmenis docs imi ul course guarantee uniheiuiciiN u' ihc 
7777 .. Best trauiJ that ! pcipcfiated pro'.ed: hul die iihsencc of financial 'latenicnis is never a coin! sicii. 
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were nolhiag more tlian Ponzi schemes ’') each case had a common denominator; A'o 

apparent internal controls and no independent proof of profitability from an 
outside CPA . 


6. Acceptance of IRA money 

More now than ever before these types of hivestmeni opportunities are seeking 
qualified money — specifically IRA money. This was seen in TC Enieipriscs and 
Financial Advisory Consultants. My experience has been that when an investor is 
told that they can use their qualified IRA money (self directed IRA) to invest, it 
imputes credibility to the investment opportunity. The average person wrongly 
cojicludes that if a company can accept IRA money then the IRS has some how 
performed due diligence on that company and intrinsically placed their stamp of 
approval on the investment. Moreover, because IRA money is more difficult to 
withdraw. //‘Par Three Financial. Inc. turns out to be an unregistered security with an 
untenable business mode! then, like the two companies mentioned above, qualified 
money has been used to impute credibility to the fund — a technique which is 
becoming common in these kinds of deals. 


f^'! .1 dtii.iiled lis! oi tho^- wise c\;impies. please see our 


u V. w fnukkiiHeovei vi, f lel . 


website 
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INTKRVIKWS 

The following are interview reports with investors, our client and Par Three 
Financial, Inc. senior management. 


1 Bob Philpott 

(360) 457-7426 

I spoke to Mr. Philpott on January 10. 2{X)5. He said he has been in the Par Three 
Financial. Inc. investment fund for well over a year. He found out about the fund 
from an “investor wanted" type ad in the Seattle Times. 1 a.sked Mr. Philpott how- 
big the Par Three Financial, inc. investment fund was and he did not know exactly 
but pointed out “in the millions." ' He said he talked to Donna Weldon no less 
that five times before ultimately deciding to invest. He ha.s been consistently 
receiving his 24% annual returns paid “monthly by Fed Ex.” Mr. Philpott has 
brought five new investors into the fund, all of who are currently receiving their 
monthly inicresi payments. 

I asked him if he ever talked to a customer of Par Tliree Financial. Inc. (an 
advance payday/check cashing comptuiy lun another investor) and he said he had 
not but that he had spoken to four payday ioan/check cashing places in town and 
became comfonablc with the deal. He told me he receives a monthly newsletter 
from the company. He believes Par Three Financial. Inc. has check-cashing 
customers in .37 slates. He said that the fund has a stockbroker from "Edward 
Jones" who w’as also invested in Par Three Financial. Inc. and n\y impression of 
that .statement was that Mr. Philpott was more comfortable about being invested 
in the company because of the stockbroker's involvemeni. He did not use his 
IRA money to invest. His understanding is that his investment in Par Three 
Financial. Inc. is secured by “receivables’* owed to the adviuice payday/check 
cashing companies from their cusiotners. He confitmed that he is receiving a half 
percent a month on the principle money invested by the people he refeired to the 
fund. When I asked him about the corporate stniciurc of Par Three Financial. Inc. 
he said that "Mr. James Long is whom Donna Weldon works for” but he works 
through Ms. Weldon. 

2. (iary Capouch 

Cclf: 360-309-0673 
Home: 36()-7yS3 -5693 


i he iev!)) ■ iineNk'd iii F;i( I hioc i inaiKial. Inc. lecbjiicalty rcfcts lo ihe rsKincy “iont" io 

>ir 1 hiee l in.inci;il, Inc, js disciiv^cd in futini one "Unregisiered Securiiv/uniicensed hrnkci (IcmIci ' 
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On January 10. I spoke to Gary Capouch. After we spoke, Mr. Capouch faxed me 
a letter" and two newsletters kssued by Par Three Financial. Inc. * He has been in 
the fund for six months and has been receiving his 2% monthly interest payments 
"by Fed Ex" on time. He has invested both his personal money and his retirement 
money into the fund and my impression of his total amount invested is over 
$300,000. Mr. Capouch confirmed that it was his self directed IRA that was used 
specifically to invest in Par Three Financial, Inc. According to Mr. Capouclt. 
Equity Trust in Ohio is the custodian. He has no idea how many people are 
invested in the fund but he did say “a broker from Merrill Lynch is invested with 
Par Three Financial. Inc." 

Mr. Capouch has a banking background and just retired (July 1. 2004) from Wells 
Fargo after they merged with his long time employer Pacific Northwest Bank. He 
heard about the fund through Bob Philpoii who was a long time client of the bank. 
Gary said he "checked out Par Three Financial. Inc. three to four month.s before 
investing." h is his understanding that the company has eighty advance payday 
loan and check ca.shing stores nationwide that they are currently doing business 
with. Based on his banking background. I spoke with Mr. Capouclt on January 
19‘^ again ju.si to ask him about the UCC-l filings and whether or not Par Three 
Financial, Inc. filed UCC-l ‘s on their check cashing clients and he did not 
remember if they did or did not asked that I call Donna Weldon for clarification. 

3. Our Client 

Because law enforcemejti already has all of our client's information and has 
interviewed hint extensively, his name is being withheld for puiposes of thi.s 
report. He conlacied me on Sunday. January 9. 2005 after watching a 30-minuie 
television show on KUSL a local San Diego television station hosted by Paul 
Bloom. I was a guest on this weekly show and according to our client 1 talked 
about the MX Factors factoring fraud while on the show. Immediately he called 
me after recognizing points of similarity between Par Three Financial. Inc, attd 
MX Factors. He then provided ntc with the password to the Par Three Financia], 
Inc. website so I could access it tmd research his invcstmciu. 

He also UNked that I use his name as a referral to contact Ms. Weldoii and Mr. 
Long so that (hey would he more inclined to give me information (thinking I was 
a potential investor) tiiat, if nccc.ssary. could be turned over to law cnforccnicnt, 


’ I’leasc see .-Xdcienduin iO. 

’ Please SCO .Ncidfiiijuin 

This itK'ihodoio!:) of posiiie as a CHsieniiul investor w.is tlisclosed to kisv cnfoivcnioiif and ihc clicjit 
(old in advance that ii there uas a icaMHiabte ccnainty that a tiiKuiv iai ciinie vsas heittii cv>nuni!tcj. he 
^soiiid agree to c<n>perate w iili iau erilurcemeni artel that I would ittmtcdiaiely turn over ai! ducunicntaiioii 
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The clieni rcvcuied to me ihut he has $2(K).(X)0 invested in Par Three Financial. 
Inc.. SI 0.000 of which is from his self directed IR.A. He confirmed that he has 
been receiving his monthly interest payments by Fed Ex. He confirmed the 
commissions paid to those who bring new people into the fund. His 
understanding about how revenues are generated by Par Three Financial. Inc. is 
they have advance payday loan and check cashing stores in various slates 
throughout the country whom they “‘factor' receivables for because the small "ma 
and pa" type stores cannot qualify for traditional bank financing. He has never 
spoken to one of these check cashing stores that are currently doing busines.s with 
Par Three Financial. Inc. 

4- Donna Weldon 

702-8JS-48J6 

I spoke to Donna Weldon on several occasions, the first being on January 10, 

2005 and the last time was on January 14. 2005. She is one of the "five reps" who 
sells the Par Three Financial. Inc. investment opportunity and .services those 
existing investnieni clients. She confirmed that there arc no less than 100 
investors in Par Three Financial. Inc. and that number is growing rapidly. I a.sked 
her who the principals of the company were and she said J.W. Long. I pushed the 
issue about Michael L. Potter and she confirmed that he was the "CEO" but that 
Mr. Long ran the dav-to-day operations. She also confinned dial Mr, Potter was a 
lawyer. 

Ms. Weldon worked in a travel agency before Mr. Long recruited her into the Par 
Three Financial, inc. investment opportunity and she refers to that move from the 
travel agency to Par Three as the best thing that has ever happened to her. She 
has been working with die company for a "few years." She confirmed that 
customer investment capital is secured by "first liens" being placed on the check 
ca.shing companies receivables. 1 asked if thi.s was by UCC- 1 ’s and she agreed. 
She also was quick to slate that Par Three Financial. Inc. has been around since 
1998 and that Dunn and Brad Street had given them a score of "80." When I 
asked her about the check cashing/advance payday loan side of the business she 
said that Par Three Financial. Inc. deal.s with "smaller, independent stores in Utah. 
Fioi'ida. Wasiiington State. Califoniia and Nevada. She added that some of ihevc 
companies have two or three locations. Ms. Weldon made it very clear thai Mr, 
Long u as a ■‘busy man" and if I wanted to do business with Par Three Financial. 
Inc. 1 had to go ihrough her. I agreed hut asked to speak to Mr. Long "once or 
twice for line diligence reasons" before agreeing to "only go through her." 

Finally. I asked Ms. Weldon for the plione number of an investor in California 


io lau f nroivciiieii!. I hc ^jlieni rtspunded by saying; "N’o prnbfom because it the company is iegn imaie, 
lavs cidoiccineiH could cio muhing n> huii. ihe compaiiv." 
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whom ! coiiid call. She confirmed that there were Califomia investors in ihe fund 
but said that aii client information (including their phone numbers and iin estmeni 
amount) are kept confidential as a company policy. 

5. Mr. J.W. (James) Long 

I first spoke to Mr. Long on January 1 1. 2005. He returned a message I left For 
him and contacted me at the church. In that conversation he confimied Par Three 
Financial, Inc. had been in business since 1997. He confirmed that there were a 
lot of ’Tetirees in the fund" as well as investors in at least five states including 
California. He mentioned that in addition to Donna Weldon there were four other 
"reps" that sold the investment opportunity to customer.N— one of who was John 
MacKcnzie. He also confinned that Michael L Potter was the company CEO but 
that he "ran daily operations.” I asked him how many people were in the fund 
and he said “ca.sily over UX)” and “millions of dollars." He said Par Three 
Financial. Inc, contracts with check cashing/advance payday loan stores and file 
UCC-1 liens on these customers to secure their investment. He added that we 
only deal with check ca.shing/advance payday loan stores wiiose owners have 
good credit. 1 asked him w'here these customers (stores) were located and he said 
California. Florida. Utah. Kansas. Oklahoma and Canada. He used the phrase 
“we loan money to check cashing stores nationwide." 

On January 14. 2005 Mr. Long returned another one of my calls. I explained that 
I had a few follow up questions. 1 reaffirmed with him that Par Three Financial. 
Inc. files UCC- 1 liens on dteck cashing/advance payday loan companies that they 
do business with and he said "yes." He also added that wrilten agreements exist 
between the owners of these check cashing stores and Par Three Financial. Inc. 
which are accompanied by the personal guarantee of the store owner for the funds 
borrow'cd from Par Three Financial, Inc. to provide additional security for those 
invested in the fund. I asked him if the company issued any CPA prepared 
financial siaiemenis or had reports prepared for investors from outside auditors. 
He said they are a private company and do not have that requirement. "We just 
send checks" were his exact words. 1 asked him again where these check 
ca.shing/advance ay day loan companies were located and he said "Califontia. 
Utah. Florida. Nevada. Oklahoma and 30 new stores in Texas." He went on to 
say in iliis cons'crsaiion that Par Three Financial. Inc. charges between 8% and 
\(}% each month to their check cashing/advance pay day loan clients. He said in 
(his conversation that the total stores Par Three Financial is doing business w uh is 
"aboLii 75 nationwide.” 1 Ic told me the mininnini investment into the fund is 
.SlO.OfK), 

Bused on the abo\c land our c.Kpert's report in Addendum (J>ne below), this appears (o be 

a financial crime in progress. 1 may be incoiTCCt. but it has all the sympioiiis ol an 
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unregistered security being offered by unlicensed broker dealer(s) acro.ss state lines with 
an untenable business model. I could find not find any customers and certainly not 
enough business to support the margins being paid to current investors. Additionally, the 
fund is targeting (he elderly and IRA money and has no independent proof of profitability 
in that no CPA prepared financial staiemeius arc available. 

Respectfully .submitted. 


Barry Minkow 

Fraud Discovery Institute 

Reviewed and supervised by: 

Juan Lopez 

Licen.sed Private Invcsiigaior#}89()3 

Cc: Mr. Peter Delgreco, ESQ. 

US Securities and Exchange Commission 
5670 Wilshire Boulevard. Suite 1 HX) 

Los Angeles, CA 90036 
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Expert Opinion 


Don Coker 


Banking. Managkment & Ei onomic CoNsiii i an i 
P.O. Bo,\ 911K2 


Bank C'onsi niNt; 

KcoM)\nr Cdnsi I T!\(; 

UtAi Kstati. Consul nN<; 

Man.u.lmlvi Consulting 

MOBIIX. AL 3669M 182 
I'eniralTime Zone: GMT-A 

161X1 Si GAK Creek Drive. Cam 
.M oniLK, .AL3A6'>5-272R 

1251)633-0180 

Tei EuoPii;R.s 
(973)201-2534 

Intern ATTON \i. {'ovsi ui ing 

(;o\ ERNMENTAU C:ONSUt.TJ\G 
lUStNESS VALLAUON 


<806)734-6585 

INV ESTMENT BANKING SER\ ItE.S 


I’-M.ail 

INTANGIBI.E ASSET VAI.UA HON 

Kxpek r VVi TNFkss Consulting 


Bankexpert@cs.tom 

January 12, 2005 



Mr. Bany Minkow 

Fraud Discovery Institute 

San Diego. CA 



Re: Par Three Financial, Inc. 



Dear Mr, Minkow: 




At your request, I have reviewed the website of Par Three Financial. Inc., as well as an 
"Agreement" form online, and a Newsletter. Your question to me was if, in my opinion, this 
business model described by Par Three Financial. Inc., is a viable bu.siness. 

My background and experience include 35 years' experience in bunking and lending, and 
extensive consulting in these areas. In addition to working as a banker and corporate lender, 1 
have worked as a banking regulator and for a commercial finance company that was heavily 
involved in factoring, 1 have been called upon several times to work as a consultant and expert 
witness in the Check Cashing and Payday Loan industries. As a banker and lender, I was the 
first person to recognize the record-breaking title insurance company fraud of J.R. McC.onnell in 
Hou.ston. TX in the 1986-1989 timeframe. It has been my privilege to serve as an expert 
consultant to the FDIC and IRS nationwide on numerous occasions. Attorneys nationwide have 
called on me as an expert consultant in over 2IX) banking and finance cases, and ! have testified 
80 times. .A full curriculum vitae is provided at the end of this report. 

Based upon my rcsiew oi the materials referred to xtipra and my expeiience in die 
banking, lending, and check cashing industries, there :u'c numerous quesnonahlc items that litnc 
come to my attention: 

1. Based upon my experience, it is unlikely that payday iemiers anti check cashors wttuld 
use a so-called ■■factoring" service such as that allegedly offered by Par Three Financial, liic. 
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Pavday leaders and check cashers typically operate using their ovsn lands, and 1 do iioi belies-e 
that :my pay day lender or check casher would be interested in paying Par Three Financial. Inc., 
.sSF - \W’A: per month for working capital. Due to the high fees charged by ptiyday lenders and 
check cashers. they generate sufficient funds to take care of their cash flow needs. 

2. In factoring, the "factor" is in a similar role as that of a lender e.xccpt that the factor buys 
the contract and is paid by the customer. For example, a carpel company may sell on terms 
,$50,000 worth of carpel to a customer and sell lliat contract to a factor in order to earn immediate 
ca.sh. 


3. Factoring typically operates on a “discount” basis, and 1 see no discount mentioned in Par 
Three Financial, Inc.'s, Agreement, Rather Par Three Financial. Inc., pays a “fee” of 2% per 
month to the investor. 

4. Par Three Financial. Inc.'s, “Agreement” reads as if Par Three Financial, Inc., is in the 
payday loan and check cashing bu.siness, w'hereas it appears that the actual situation is that Par 
Three Financial, Inc., purport.s to be an intennediary between payday lenders and check cashers 
and “investors” who “buy” checks from Par Three Financial, Inc. This entire anangement is 
unclear from the website and Agreement documentation reviewed. Clearly, in order for Par 
Three Financial. Inc., to obtain checks to sell to investors, they would have to buy cheeks from 
payday lenders and cheek cashers. This opens up a plethora of questions, such as: 

A. Where are these checks physically held, and what controls are preserif.’ 

B. Since turnover of these checks is critical to the success of these businesses. how 
can these checks be transported from check cashing stores across the country to Par Three 
Financial. Inc.? 

C. If these checks are sitting at Par Three Financial, Inc., then how are they presented to a 
hank for collection at the proper time? 

D. Likewise, the frequent procedure at payday lenders is to roll the customer’s debt over by 
having the cu.stomer give a new check to replace the original check; hut this w-ouki be 
impossible if the original check was anywhere other than at the payday lender's store. 

E. 'What significance is there lo a nine-month term cited in the Agreement when payday loan 
transactions generally have a life of only two weeks and check cashing transactions 
happen in one day? 

5. Par Three Financial, Inc., states that it also provides funds for check cashers. but it is 
difficult to see how this could be a possibility for their factoring business since a check accepted 
by a check casher must be verified as a "good" check at the bank upon which the check is drawn, 
hopefully hinds reserved by the bank to cover the check, and then the check must be deposiled 
promptly. It is unclear how a check being cashed could be factored since it must be sent directly 
10 a bank for deposit. 

6. fhero is a paiicily of details in these proposed Iransaclions. For example, there is uo 
mention of any collateral securily safeguards that would insure that the checks were not sold 
more than once. 

7. There is no niciilion of how checks "come and go” into and out of tlieir collateral sialus 
during this nine-month period 
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8. U i,s curious lo me tluii ihere is no mention on Par Three Financial. Inc.'s, Hebsile of how 
check ca.sher.s can apply lo do business with them. Furtherniorc, an hucmei searcli found no 
indication of Par Three Financial, Inc.’s, offering of factoring or financing services for check 
cashci's. 


9. Despite having a high level of familiarity with the payday lending and check cashing 
businesses nationwide. 1 have never heard of this company or any company that purports to do 
business on this business model. 

10. Likewise, 1 have never heard of any check cashing company that uses a service even 
similar to this service puiportedly offered by Par Three Financial, Inc., underscoring my opinion 
that this business model, as presented, would not work. 

1 1. Par Three Financial, Inc.’s, Application states that a Social Security number is optional, 
but this would be required in order for a 1099 to be issued at year-end. 

However, they could possibly obtain this number by sonic other more secure means. 

Summary: 

it appears to me that the busine.ss model of Par Three Financial. Inc., is seriously flawed, 
to the point that 1 do not see how such a company could possibly .successfully operate. In my 
opinion, and as pointed out .supra, there are many potential problems extant that would require 
further satisfactory explanation before this business could be viewed as feasible. 

Best regards. 


Don Coker 

Disclaimer: My expressed opinions are based upon my review of the materials cited supra. 1 
have not spoken to anyone at Par Three Financial. Inc, If there is additional explanatory material 
provided by Par Three Financial, Inc., then I reserve the right to review such explanatory 
material and amend my opinions, if necessary. All work is on a “best efforts” basis with no 
waiTanties. 
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Expert Witness Cases in Last Four Years 

Tra\ is v. SouthTrusi Bank 
1-L - 2()()4 


MVSl & Braunig \ , Alamo Bank 
TX - 2004 

Gaddis V. Coiunibiis Bank & Trust 
GA - 2004 

VECC V. Bank of Nova Scotia 
US Virgin Islands - 2004 

Bamum v. Chase Manhattan 
FL - 2004 

McLin V. Union Planters Bank 
MS - 2004 

Trustmark Bank v, Baria 
MS - 2004 

Terry v. Voicestream 
AL - 2004 

Dominguez v. Wachovia bank 
FL - 2004 


Albrecht and Raines v. Ford Motor Credit Co. 

FL - 2004 

Travelers St. Paul in.surance v. Citibank 
FL - 2004 

U.S. Air Force v. Alrmad al Halabi 
C.A/Guantanamo Bay. Cuba - 2004 

Evans and Mills \ . Cumhciiand Valley National Bank 
KY 2004 


Siiad V. Banco hulusinal de Venezuela 
FL ^ 2004 


C. Thomas ^ , Ainencredii and Findhiv ,\uio 
AL - 2004 
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V. 1 honias v. Americredii and Findlay Auto 
Al . - 2004 

Sav-N-Aiiierica v. SouthTrusi Bank 
MS - 2004 


David V. Bank of Nova Scotia 
US Virgin Islands - 2004 

Hicks Engineering v. Southland Bank 
AL - 2004 


Provident Bank v. Bank One 
OH/CA - 2003 

Salisbury v. The Citizens Bank 
SC - 2003 

Ciccaronc vs. Marchese Chevrolet 
PA - 2003 

Aaron v. American Consolidated Credit 
AL - 2003 

Graham vs. National Citv Bank 
KY - 2003 

Tice V. AmSouth 
AL - 2003 


Pointe Bank vs. Monteleone 
FL-2003 

Hicks Engineering vs. Southland Bank 
AL - 2003 


Byrd vs. Walmart 
VVV - 2003 

Tucker vs, Walmart 
WV - 2003 

Griffith vs. Mellon Bank 
PA 2003 

Siaie of New York vs. Dr. Richard Dombroff 
NY - 2003 



Cooley vs. .Sleiiiiig Bank 
.Al. ^ 2003 
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The King Edward Inn vs. Gervais 
Halifax. Nova Scoiia, Canada - 2(K)3 


The King Edward Inn vs. Lyn Gor Construclion & Tracey Genge 
Halifax. Nova Scoiia. Canada - 2003 

Walls Estate vs. Grand Housing 
MS - 2003 

Amitelli vs. Ward 
OH - 2003 

Agribank vs. Roystcr-Clark Agribusiness 
FL and NY - 2002 


Mason and Kuehn vs. Sherlock Homes 
AL - 2002 

Haik vs. Trusimark Bank 
MS - 2002 

Gragg vs. SouthTrust Bank 
AL - 2002 

E.M. Holding vs. County Bank 
CO - 2002 

Smith vs. AmSouth Bank 
AL - 2002 


vBank vs. Williams 
PA - 2002 

Stanley vs. Blount Parrish 
AL - 2002 


Bethea vs. First Horizon .Mortgage 
VA- 2001 


Kawasaki vs, AmSouth Bank 
LA - 2001 


Kavajecz vs. Evanston Insurance 
MI and C A - 2001 
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Addendiim One 

Expert Opinion 


Don Coker 

BA.NKIN(J, 

BankCONSI LHN(. 

Kconomic Cossl I.TISC 
Ri:ai. Estate: CoNStiriNC 
\UNA(iKMf;NT CONSIT. nvc; 

IM tRNATIONAl. CONSlil-TING 
(JOVSRNMF-NTAL CONSl I.UNG 
BlSINESS VaLLATION 
iNvusTMiiNT Banking Service-s 
Intangible: Asset Vali ation 
Expert Witnuss Consllting 

January !2. 2005 

Mr. Barry Minkow 
Fraud Discovery In.stitute 
San Diego, CA 

Re: Par Three Financial, Inc. 

Dear Mr. Minkow: 

At your request, [ have reviewed the website of Par Three Financial, Inc., as well as an 
"Agreement” form online, and a Newsletter. Your question to me was if, in my opinion, this 
business model described by Par Three Financial, Inc., is a viable business. 

My background and experience include 35 years’ experience in banking and lending, and 
extensive consulting in these areas. In addition to working as a hanker and corporate lender, 1 
have worked as a banking regulator and for a commercial finance company that was heavily 
involved in factoring. I have been called upon several times to work as a consultant and expert 
witness in the Check Cashing and Payday Loan industries. As a banker and lender, 1 was the 
first person to recognize the record-breaking title insurance company fraud of J.R. McComiell in 
Houston, TX in the 1986-1989 timeframe. It has been my privilege to serve as an expert 
consultant to the FDIC and IRS nationwide on numerous occasions. Attorneys nationwide have 
called on me as an expert consultant in over 200 hanking and finance cases, and I have testified 
80 times. A full curriculum vitae is provided at the end of this report. 

Based upon iny res ievv of the materials referred to supra and my experience in the 
banking, lending, and ciicck cashiitg industries, there are numerous questionable items that lia\ e 
come 10 iny atiemion: 

i. Based upon my e.xpericnce, it is unlikely that payday lenders and check casiters would 
use a so-called ■’factoring” service such as that allegedly offered by Par Three Financial, Inc. 


MAN.A,t;KMK.\T& Economic ttONsia.i ant 
P. O. Box 91 1*2 
MOBll.R..\L.t6691.Ll*2 
Ce:ntrai. T IMF. ZONK: GM T - 6 
{251)633-0180 


16(H) Si(;\K Crlfk Drise, East 
■Mobile. AL.16695-2728 

TEI-KCOI’IERS 

1973)201-2534 

(806)7.M-6585 


E-Mail 

Bankcxpert@c.<j.com 



119 


Payday lenders and check cashers typically operate using their own funds, and 1 do not believe 
that any pay day lender or check cashcr would be interested in paying Par Three Financial. Inc.. 
5 % ~ 10% per month for working capital. Due to the high fees charged by payday lenders and 
check cashers. they generate sufficient funds to take care of their cash flow needs. 

2. In factoring, the "factor" is in a similar role as that of a lender except that the factor buys 
the contract and is paid by the customer. For example, a carpel company may sell on terms 
S50,000 worth of carpet to a cu.stomer and sell that contract to a factor in order to cam immediate 
cash. 

-2. Factoring typically operates on a "discount" basis, and I see no discount mentioned in Par 
Three Financial, Inc.’s, Agreement. Rather Par Three Financial. Inc., pay.s a "fee” of 2% per 
month to the investor. 

4. Par Three Financial, Inc.'s, “Agreement” reads as if Par Three Financial, Inc., is in the 
payday loan and check cashing business, whereas it appears that the actual situation is that Par 
Three Financial. Inc., purports to be an intermediary between payday lenders and check cashers 
and "investors” who "buy” checks from Par Three Financial, Inc. This entire arrangement is 
unclear from the website and Agreement documentation reviewed. Clearly, in order for Par 
Three Financial, Inc., to obtain checks to sell to investors, they would have to buy checks from 
payday lenders and check cashers. This opens up a plethora of questions, such as: 

A. Where are these checks physically held, and what controls are present? 

B. Since turnover of the.se checks is critical to the success of these businesses, how 
can these checks be transported from check cashing stores acro.ss the countiy to Par Three 
Financial, Inc.? 

C. If the, se checks are sitting at Par Three Financial, Inc., then how are they presented to a 
bank for collection at the proper time? 

D. Likewi.se, the frequent procedure at payday lenders is to roll the ciistomer'.s debt over by 
having the customer give a new check to replace the original check: but this would be 
impossible if the original check was anywhere other than at the payday lender'.s store. 

E. "What significance is there to a nine-month term cited in the Agreement when payday loan 
transactions generally have a life of only two weeks and check cashing transactions 
happen in one day? 

Par Three Financial, Inc., states that it also provides funds for check cashers, but it is 
difficult to see how this could be a possibility for their factoring business since a check accepted 
by a check casher must be verified as a "good” check at the bank upon which the check is drawn, 
hopefully funds reserved by the bank to cover the check, and then the check must be deposited 
promptly. It is unclear how a check being cashed could be factored since it must be sent directly 
to a bank for deposit. 

6. There is a paucity of details in these propo.sed transactions. For example, tlicre is no 
mention of any collateral security safeguards that would insure that the checks were not sold 
more than once. 


7. There is no mention ot how checks "come and go" into and out of their collateral status 
during this nine-month period 
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8. It is curious to me that there is no mention on Par Three Financial, Inc.’s, website of how 
check cashcrs can apply to do business with them. Furthermore, an Internet search found no 
indication of Par Three Financial, Inc.'s, offering of factoring or financing services for ctteck 
cashers. 

9. Despite having a high level of familiarity with the payday lending and check cashing 
businesses nationwide, 1 have never heard of this company or any company that purports to do 
business on this bu.sinc,ss model. 

10. Likewise, 1 have never heard of any check cashing company that uses a service even 
similar to this service purportedly offered by Par Three Financial, Inc,, underscoring my opinion 
that this business model, as presented, would not work. 

1 1 . Par Three Financial, Inc.’s, Application .states that a Social Security number is optional, 
but this would be required in order for a 1099 to be issued at year-end. 

However, they could possibly obtain this number by some other more secure means. 

Summary: 

It appears to me that the business model of Par Three Financial, Inc., is seriously flawed, 
to the point that I do not see how such a company could possibly succes.sfully operate. In my 
opinion, and as pointed out supra, there are many potential problems extant that would require 
further satisfactory explanation before this business could be viewed as feasible. 

Best regards. 


Don Coker 

Disclaimer: My expressed opinions are based upon ray review of the materials cited supra. I 
have not spoken to anyone at Par Three Financial, Inc. If there is additional explanatory material 
provided by Par Three Financial. Inc., then I reserve the right to review such explanatory 
material and amend my opinion.s, if necessary. All work is on a “best efforts” basis with no 
warranties. 
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Expert Witness Cases in Last Four Years 

I’ravis v. SoiuhTrusi Bank 
FL ^ 2004 

MVSl & Braunig v. Alamo Bank 
TX - 2004 

Gaddis v. Columbus Bank & Trust 
GA - 2004 

VECC V. Bank of Nova Scotia 
US Virgin Islands - 2004 

Bamuin v. Chase Manhattan 
FL - 2004 

McLin V. Union Planters Bank 
MS - 2004 

Taistmark Bank v. Baria 
MS - 2004 


Terry v. Voicestream 
AL - 2004 

Dominguez v. Wachovia bank 
FL - 2004 

Albrecht and Raines v. Ford Motor Credit Co. 
FL - 2004 


Travelers St. Paul Insurance v. Citibank 
FL - 2004 

U.S. Air Force v. Ahmad a! Halabi 
CA/Guantanamo Bay. Cuba - 2004 

Evans and Mills v. Cumberland Valley National Bank 
KY - 2004 


Saad V. Banco Indusiria! de Venezuela 
FL - 2004 


C. Thomas v. Americredil and Findlav .Auto 
AL 2004 
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V, Thomas v. Amcricredil and Findlay Auto 
AL - 2004 

Sav-N-America v. SoulhTrust Bank 
MS - 2004 

David V. Bank of Nova Scotia 
US Virgin Islands -2004 

Hicks Engineering v. Southland Bank 
AL - 2004 

Provident Bank v. Bank One 
OH/CA - 2003 

Sansbury v. The Citizens Bank 
SC - 2003 

Ciccarone vs. Marchese Chevrolet 
PA - 2003 

Aaron v. .American Consolidated Credit 
AL - 2003 


Graham vs. National City Bank 
KY - 2003 


Tice V. AmSouih 
AL - 2003 

Pointe Bank vs. Monleleone 
FL - 2003 

Hicks Engineering vs. Southland Bank 
AL - 2003 

Byrd vs. Walmart 
WV - 2003 

Tucker vs. Walmait 
WV - 2003 

Griffith vs. Mellon Bank 
PA - 2003 


Slate of .N’ew York vs. Dr. Richard Dornbroff 
NY - 2003 



Cooley vs. Sleriing Bank 
AL - 2003 
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The King Edwai'd Inn v.s. Gervais 
Halifax, Nova Scotia, Canada - 2003 


The King Edward !nn vs. Lyn Gor Construction & Tracey Genge 
Halifax, Nova Scotia, Canada - 2003 

Walls Estate vs. Grand Housing 
MS - 2003 

Amitelli vs. Ward 
OH - 2003 

Agribank vs. Royster-Clark Agribusiness 
FL and NY - 2002 

Mason and Kuehn vs. Sherlock Homes 
AL - 2002 

Haik vs. Trusimark Bank 
MS - 2002 


Gragg vs. SouthTrust Bank 
AL - 2002 

E.M. Holding vs. County Bank 
CO - 2002 

Smith vs. AmSoiiih Batik 
AL - 2002 

vBank vs. Williams 
PA - 2002 

Stanley vs. Blount Pairish 
AL - 2002 

Bethea v.s. First Horizon Mortgage 
VA - 2001 

Kawasaki vs. AmSouth Bank 
LA - 2001 

Kavajecz vs. Evanston Insurance 
Ml and CA - 2001 
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Bank One vs. Ahroms 
AL and CO - 2001 

Budd vs. Deposit Guaranty Bank 
MS - 2001 

Situs Capital vs. Credit Suisse First Boston 
TX - 2001 

Sparks vs. Tharaldson 
TX-2001 


US Bancorp vs. ACG We.stpark Plaza 
MT - 2001 

SCD Ewa Development vs. Unity House 
Hawai'i - 2001 

Hud.speth vs. Bank of America 
Texas - 2001 

Smith vs. MS Insurance Co. 

Mississippi - 2001 


§ § § § § 
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Curriculum Vitae 


Don Coker 

Banking, Management, Economic & Valuation 

Consultant 


1600 Sugar Creek Drive, East 
Mobile, AL 36695-2728 


Telephone: 
(251) 633-0180 


Telecopiers: 
(806) 734-6585 
(973) 201-2534 


Cellular: 

(251)716-3200 


E-Mail: 

Bankexpert@cs.com 
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Representative Client List 


Banking: 

The WoRi.D Bank 
Bank of America 
Bank of America - Canada 
NationsBank 
Bank One 

Wachovia/First Union Bank 
Firstar/U.S. Bancorp 
SouthTrustBank 
Wells Fargo Mortgage Corp. 

National City (Bank) Corporation 
Credit Suisse First Boston Mortgage 
Capital, LLC 

Banco Industrial de Venezuela 
B,.ank OF Oklahoma 
Southern Security Bank 
First National Bank of Palm Beach 
First Bank, Tallahassee, FL 
Sunbelt Savings (now Bank of America) 
Sunbelt Federal Bank 
Bancomer, S.A. (Mexico) 

Bluebonnet Savings 
Standard Pacific Savings Bank 
First National Bank op Brewton 
Southeast Bank of Miami, FL 
Barneh' Banks, Inc. 

Bank of the Southwest 
Priority Bancorp 
PanAmerican Bank 
KeyCorp 
Iowa Trust 

B.YNCO Bilbao Vizcaya Argentarly 
(Bilbao and Madrid. Spain) 
Tanzania Institute of Bankers 
Bank of Tanzania (central bank) 
Goldome Realty Credit Corp. 

Western Gulf S.avings & Lo.an 
(NOW Wei. I. s Fargo) 

A.mhric.an Savings & Loan 
EDS - BEI Golembe (Banking) 
CON.SUL'I'ANTS 


GO\ ERNMENTAL: 

FDIC 

RE.S0LUT10N Trust Corp. 

Federal S.avings & Loan Insur. Corp. 
Federal Home Loan Mortgage Corp. 
F/\RM Credit Bank 
U.S. Dep.artment of Education, 

Inspector General's Office 
Internal Revenue Service, 

U.S. Treasury Department 
State of Texas. Savings & Loan 
Department (Regulators) 

1 3 Municipalities in CA and CO 
City of New Orleans, Louisiana 
Federal Reserve Bank of Atlanta 
Tanzania Revenue Authority 
U.S. Agency for Internation.al 

Development (Washington. D.C., 
AND Kiev, Ukraine) 

U.S. .AIR Force 

Judge Advocate Generaj.’s Corps 
- Office of Special 

iNVESTIG.ATIONS 

Insurance: 

AIG 

CNA 

St. Paul Insurance Company 
Liberty Mutual Insurance Co. 

Acadia Insurance Co. 

Erie Insurance Group 
Travelers Insurance Company 
Military Premium Managers 
Reliance Insurance 
In ternational Transport 

INTERMEDI.ARIES CLUB, LTD.,UK 

■North Riveij Insurance Co. 

Amerk.'an Casualty Insurance Co. 
N.ational Union Fire Insurance Co. 
Continen I ai. Casualty Insurance (Jo. 
Lloy ds of London, UK 
Crum & Fors ier Managers 
Xerox Financiai Services 
Thomas Miller & Company . UK 
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Corporate, continued. 

FORD Motor Credit Corp. 

Cisco Systems 

IBM - Lotus Development 

Kawasaki 

Walmari' Stores 

McGladrey & Pullen, LLP (CPAs) 
International Accoun ting Standards 
Committee Foundation (London) 
NAPA Auto Parts 
Darryl’s Restaurants 
Sears 

Heritage Motels. Inc. 

Barron's Educational Softw.are 
Calco Aerospace 
Ruby Tuesday 
Remingi'On Investments 
Alpha Software 

Phivos Karnaos (London & Moscow) 
Network Sonw.ARE Associates 
CoMPu TER Associates 
George b. Kaiser, Forbes 400 List 
Simon & Schuster Publishing 
CreditC ARE Credit Counseling 
Jancik Concrete Specialties 
Keytronics 
Concord Boat Corp. 

Ukrainian Accounting Reform Project 
(Kiev. Ukraine) 

NBl Software 
Houlihan’s Restaurants 
American Consolidated Credit 
Zapadnoe Koltze (Moscow. Russia) 
Benchm.arking Partners 
Gary Tharaldson, Forbes 400 List 
Boston Credit Corp. 

Morrison's Caeeterias 
Broderbund Softw.yre 
Prentice Hall Publishing 

SURGENCY 

.AvtoVAZ (Russia's largestc.ar co. - 

LADA AUTOMOBILES) 

•AutoVaZBank (Tagi.iatte Russia) 

TLMLAVORKS SOITWARE 
WordStar 

ButtonWare Sottware (ix;’ Calc+) 


Christian Ba\ Shipping Company 
Cliff’s Notes Publishing 
DataEase International 
Adds TOR Soitwarh 
Kilimanjaro International 
Chemontcs International 
iNsm u i E FOR S i OCR M.arket & 

Management (Moscow, Russia) 
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Past Professional Memberships 


American Bankers a\.ssociation 

American Insi ri u ie of Banking. Chapter Officer and Bank Consul 

U.S. League of Savings iNSTi ruTiONS 

iNSTiTUi E OF Financial Education, Instructor 

Mortgage Banker.s Association 

Texas Mor tgage Bankers Assoclatton 

American Council of State Savings Supervisors 

American Bankruptcy Institute - Committees; Public Companies. Real Estate, 
International, U.C.C., Commercial Fraud Taskforce. Healthcare. 

Bo.ard oi- Realtors 

National Association of Homebuilders 
International Council of Shopping Centers 

Houston (TX) Chamber of Commerce, Economic Development Committee, 9 ye.ars 


Books, Publications & News Media 

Complete Guide to Income Property Financing & Loan Packaging. Prentice Hall. 1984. 

Self-Management: A Guide to Career Advancement and Df.vei.opment. written under 
contract for Prentice Hall, 1985. 

Complete Real Estate Computer workbook. Technical Editor, Prentice Hall. 1986. 
The Complete Loan Officers FLandbook, presently writing. 

■’Money Laundering: a Dirty Business,” White-Collar Crime Reporter, Oct. 1991. 
Treasury Magazine published by The Economist, Interviewed and quoted in an 
article written by a U.S. News and World Report Editor. 

"How You Can Help Your Client Get a Loan to Finance Real Estate Projects.” 
Practicing attorney’s Newsletter, April 1984. 

"Getting a Grip on Core Deposit Intangibles." American Banker newspaper, 1996. 

"The Dollars and Sense of Business Valuation,” published on the website of the 
American Bank attorneys Association, April 1996. 

"PuiTiNG A Cash Value on a Business,” interviewed by Lawyers Weekly, May 6, 1996. 
“Business Valuation Techniques." Business Locator, May 1996. 

"Valuing Businesses," TAB Letper. Technical Assistance Bureau. June 1996. 

"USING Business Value to Achieve Ad V,\lorem Tax Reductions on Commercial Real 
Estate Properi ies,” Journal of Properti' Management, June 1 997. 

What's Working in Credit & Collection, quoted re; bank drafts, Marc:h 1997. 

"M aking .Sense oi- Inter.net S bx-k Values.” TAB Lihtfr. Jul\ 1 999, 

AFRICA TODA Y, EXTEN.SIVE S IDED COVERAGE BY REUTCRS NEWS AGENCY OF TANZANIA REVE.NUE 

AirmoRn Y training program. Arusha. Tanzani,.\. March 1 1, 2001 and other da itts. 

In i erviewed by ITV Televlsion Netoork on the subjec ts of banking, TAXA riON. 

EC(.)NOMlC GKOWIH AND DEVELOPMENT. AND CAPITALISM IN TANZANIA. IN .ARUSHA. TaN/.ANLA, 

March 16,2001. aired n.stionwtde on M.arch 17.2001. \nd subsequent d vies. 
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TiieAtianta Jours’al-Cosstitltios, interviewed for an article on banking regula i ory 

I'OUCIES AND PROCEDURES, AND BANKING PR ACTICES. AUGUST 2 1 . 2001 . 

THEATIANTA JOURNAUCONSrnVriON. interviewed for an .ARTICLE ON banking PRACTICES 
AND PROCEDURES 10 HELP DETER TERRORISM, SEITEMBER 1 9. 200 1 . 

Collection.s & Credi t Risk, interviewed regarding b.anking practices. Sept. 20. 2001 . 
The Atlanta Journal-Constitution, i.nterviewed for an article on banking fpractices 

AND PROCEDURES INVOLVING RINDS TRAN,SFER.S AND MONEY LAUNDERING BY TERRORIST GROUP.S. 

September 21, 2001. 

The Baltimore Sun. interviewed for an .article regarding considerations for the 
FUTURE 01'^ Allied Irish Banks, PLC’s. American subsidi.-\r y Allfirst Bank. May 30. 2002. 
TheAtianta Journal-Constitution, interview'ei3 for an article on the effects of the 
Sept. 1 1 , 200 1 . terrorist events on banking practices and procedures, August 29, 2002. 
Credit AND Collections World magazine and website, interviewed regarding bank 
account opening practices and identity theft, September 20, 2002. 

Outside the Lines television show' and ESPN.com website, interviewed regarding 
identity theit matters. November 1 - 3, 2002. 

Lending Intelligence m ag.azine and website, interviewed regarding lending practices 
AND INTERES r RATES. NOVEMBER 25. 2002. 

NBC Evening News, interviewed reo.arding identity theft, November 25, 2002. 

Lending Intelligence magazine and w'ebsite. interviewed regarding credit scoring and 
LO.AN approval POLICIES AND PROCEDURES. DECEMBER 10. 2002. 

Charlotte Ohserver newsp.aper, interviewed regarding bank branching and oper.ations 
POLICIES, January 21 . 2003. 

Street & Smith's SrortsBusiness Journal, interviewed regarding business ethics and 
corporate governance issues involving the U.S. Olympic Committee’s Chief Executive 
OFHCER, FEBRU.ARY 25, 2003. 

Family Finances coi.umn that appears in The Boston Herald, the Pittsburgh Post 
Gazette, the Palm Be.ach ( FL) Daily News, and some Scripp.s How ard new'spapers. 
interviewed regarding credit card debt matters. September 23, 2003. 

The Denver Post, interviewed regarding banking economics and bank branching 
January 21, 2004. Article appeared February 8. 2004. 

Mortgage Lending Compliance Alert, interviewed regarding housing market outlook, 
economic and interest r.ate outlook, and lender prortability str.ategies. Feb. 2004. 
CFA (Chartered Financial Analyst) Magazine, published by the Association for 
Investment Research, now known as the CFA Institute, a professional organiz.ation 
FOR stock analysts. Interviewed regarding business ethics and corporate 
GOVERNANCE ISSUES. MAY 2004. 

Continental magazine, interviewed regarding banking and its effect on economic 
RESURGENCE, ESPECIALLY AS IT RLLATLS TO IRELAND. JULY 6. 2004. 

Euroflan Business School. In niRNATioNAL Univursh y; Schlob Reichartshausln, 
Germany. Intervtewei) regarding iniellectuai, proper iy and busine.ss v ah ia lion 
THTiNiyuiis. July 24. 2004. 

San Francisco (CA) Daily Journal, a legal newspaper, quoted regarding the ali.eged 

BANK FRAUD AND CREDi T (.'ARD FRAUD FACTORS RLl.ATED TO ALLEGED GUANT ANA.V10 B AY. 

Cuba, U.S. Air Force iran.slatok .spy .Ahmad ,Al Halabi. July 28. 2004, 
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MORTGAGt: Lending Compliance Alert. PROviDto direction to a bank on i he proper wav 
TO HANDLE AN ATrHMI’TED EKAUliLILENT INTERNATIONAL WIRE TRANSFER. SEPTEMBER 30, 200)4. 
Small Business Times, provided ineorm.ation concerning business valuai ion issues. 
September 30. 2004. 

Mortgage Lending Compliance Alert, interviewed reg,\rding the Bank Secrecy Act and 
Suspicious Activity Reports (SARs). October 12, 2004. 

Mortg.age Lending Compli.an'ce Alert, provided input for an article concerning 

COMPLIANCE WITH THE RULE.S AND REGULATIONS OF LENDING. NOVEMBER 4, 2004. 

Patent 

On July 8, 2002, the United States P.atent & Trademark Ofrce registered a 
Provisional P.atent to Don Coker for a business prcxiess for improving the prevention 

AND DETECTION OF FINANCIAL FRAUD INVOLVING PERSONAL AND BUSINESS CHECKS, CASHIER’S 
CHECKS, POSTAL AND COMMERCIAL MONEY ORDERS, LETTERS OF CREDIT, BILLS OF EXCHANGE. 
DRAFTS, AND MANY OTHER TYPES OF RNANCIAL INSTRUMF.NTS. ON JULY 1. 2003. THE FORMAL 

Patent Application was filed. This Patent is being actively marketed at this time. 

Civic Activities 

Kat y School District (Houston suburb). Trustee, elective position. 

U.S. Army Reserve, I966-1%8. Officer Training, Ft. Bragg. NC; Honor.able Discharge. 
Nottingham Country Civic Club, officer. 1 .500 family neighborhood association. 
Sunday School teacher, usher, host. 

Education 

College: 

University of Alabama. Bachelor of .arts Degree, 1 968. 


Awards and activities: Gold Merit Key Award for Out.st.anding Service to the 
University, Outstanding Ar.my ROTC Platoon Leader Award, numerous publications 
activities, apartment manager. 

University of Alabama. 1968; University or Houston. 1973, post-gradu.ate work in 

RNANCE, ECONOMICS, VALU.ATION, REAL E.ST.ATE. .ACCOUNTING. AND LAW. 

Spring Hill College, masters degree-level liberal arts and ethics coursework. 
Southern Methodist Universit'i-. commercial real estate rnance and securities. 
Secondary: 

University Military School. Mobii.e. AL. 12 year prep day school. Gradu,.\ted 1963. 
.Aw'ards and .Activities: Ou'lstanding Stulsent in English, military awards, schooi. 
PUBLICATIONS. 


Other Profession, \l Education: 
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American Bankers Association - American iNsmun-; of Banking: financial statement 

ANALYSIS. CORPORATL: FINANCE, BANK INVESTMENTS, PRINCIPLES OF BANK OPERAIIONS, BANK 
MANAGEMENT. TRUSTS. 

.Nation Ai. Institute of Real IIstate Bo.ards. commerclal real fs'i a i e hnance. 

In LERNATIONAL COUNCIL OF SHOPPING CENTERS. SHOPPING CENTER FINANCE. 

National Hospital Ass'n.. 1 -week workshop, healthc.are entity finance & valuation. 
Mortgage Bankers Association, two workshops; .multi-family and SFR lending. 
Federal Home Loan Bank of Dallas, training workshops on financial institution 

MANAGEMENT. LENDING, INVESTMENTS. OPER.ATIONS. ET. AL. 

Texas Savings & Loan Department, training workshop.s on financial institution 
management, lending, investments. OPER.AnONS, ET. AL. 

Federal Home Loan Mortgage Corp.. real estate hnancing workshop. 

Frost Bank, advanced credit analysis and business finance. 

First National Bank of Mobile, AL (now AmSouth Bancorporation), financial 
statement analysis, business hnance, B.ANK investments, credit card operations, 

DEPOSIT OPERATIONS. BANK MANAGEMENT, TRUSTS, 

Gibraltar Savings Associ.ation (now B.ank of America), commercial real est.ate 
FINANCE, valuation. JOINT-VENTURES. 

Citicorp, business, corpor.ate and real estate finance, valuation, deposit products, 
investments. 

Sou THWEST BaNCSHARES (NOW BANK ONE) BUSINESS FINANCE AND REAL ESTATE INVESTMENTS. 

Commercial Credit Corp. (now Citigroup), onfi-week Corporate Marketing 
Conference covering in-depth training in all financial products, plus 28 CDC 
Lf-arning Center courses (equivalent to 45 semester hours) in business and economic 
subjects. 


Professional Background Summary 

20+ YEARS EXPERIENCE IN MANAGEMENT AT BANKS. SAVINGS & LOANS. CREDIT COMPANIES. 
MORTGAGE BANKING COMPANIES. AND A GOVERNMENTAL FINANCIAL INSTITUTION REGULATORY 

AGENCY. Positions held include Board of Directors me.mber. Executive Vice President, 
Senior Vice President. Manager of Lending, Manager of Mortgage Banking. 
Regulatory Supervisory agent (tantamount to CEO). Committee memberships 
INCLUDED Loan Committee, Executive Committee, audit Committee, .and Pension Plan 
Trustee, Served as a corporate officer of various fin.-\nctal institution subsidiaries. 
Management responsibilities included .as many as 300 people in 22 locations 
nationwide in ten states and Sl billion in gross assets. Directly responsible for 

ORIGINAT ING OVER 36.000 LOANS OF ALL TYPES TOTALING OVER .$5 BILiJON. REVIEWING 
OVT.R25,000 REAL ESTATE APPRAISALS. ANT) REVIEWING WELL OVER 100.000 HNANCIAI., 
STATEMENTS AND CREDIT RF.POKT S. 
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Other Professional Activities 


CCJNSUL'I ANT ON VARIOUS ECONOMIC, VALUATION, REAL ESTATE, MARKETlNCi, AND BANKING 
MAT! ERS FOR CLIEN I'S IN 44 .STATES .AND SEVERAL FOREIGN COUNTRIES. 

Expert Witness, for plaintiit and deftense, listed in the Association of Triai, Lawvers 
OF America’s and the Defense; Research Institute's databases of recommended 

consultants, PLUS STATE .AND LCXTAL DATABASES IN .AT LEAST 1 8 STATES AND CITIES. 

Approved Registered U.S. Govern.ment Contractor. 

Phillips Cou.ege, former adjunct Profe.ssor of Business. 

Institute of Financlal Education, approved instructor for the education.al arm of the 
U.S. League of Savings Institutions. 

Prentice Hall Publishing. Simon & Schuster. Paramount Communications, technical 
editor and consultant on banking and real estate subjects. 

Holiday Inn and Rodeway Inns, Lender Advisory Panels. 

NovicK’s Money M.arket Seminars, panelist. 

National Directory of Corpor.ate Distress Specialists, .approved mgi, consultant. 
Licensed Sports Agent, .approved by the NCaa. Major League Baseball Players 
Association, and the AL Athlete Agents Regulatory Commission. 

American Arbitration Association, approved Profes-sional Commercial Arbitrator. 
State of Texas Reai, E.state Commission, approved instructor and writer of courses. 
Texas Real Estate Broker's License: held for over ten years. 

Recognition in Biographical Reference Books 

Who's Who in America. 52'’‘' - 58'" eds. 

Who's W'Ho in the World. 12"'-16'" eds. 

Who's Who in Finance & Indu.stry. 26"' - 29"' .and 33"" eds. 

Who’.s Who in Medicine & Healthcare, l" - 4"' f.ds. 

Who’s Who in the South & Southwest, 21"'- 31" eds. 

Directory of Distinguished Americans, 5"' cd. 

Who's Who Registry of Global Business Le.aders, 1993 - 1 994 ed. 

Who’s who of Emerging Leaders of America, 3"" ed. 

Who's Who Registry of Business Leaders, 1 994 ed. 

Personalities of America. 5th ed.; Pi:rsonalities of the South. 14"' ed. 
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Employment History 


1986 - Pkhscnt: Banking. Man.\geme.n't& Economic Consultant, Mobili-;. AL, 

Consul TING assignments covering a broad range of .activities such as governmenial 

REGULATORY OVERSIGH I'. INTERIM M.AN.AGEMENT. BUSINE.SS & ASSET VALUAI’ION. INTANGIBLE 
ASSEl ISSUES. BANK INCOME TAX ISSUES. MERGER & ACQUISITION ASSISTANCE, DUE DILIGENCE, 
BUSINESS PLANS, MANAGEMENT ADVICE, WITING & EDITING BUSINESS BOOKS, FEASIBILITY & 
MARKETING STUDIES & ADVICE, TRAINING & EDUCATIONAL ACTIVITIES: AND EXPERT WITNESS 
ENGAGEMENTS COVERING .ALL .AREAS OF BANKING, VALUATION, SECURITIES. ECONOMICS. TRUSTS 
& ESTATES, REAL ESTATE. INTERNATIONAL, MANAGEMENT, HNANCE, AND BUSINESS. 

1985 - 1986: Executive Vice President, Manager of Lending & Mortgage Banking. 
Board of Directors Member, Home S.avings (now Citigroup). Houston, TX. Number 
T wo Executive, Heavily involved in investments & deposit activities. Oiticer of 

SEVERAL SUBSIDIARY COMPANIES. MEMBER OF LOAN COMMIITEE, EXECUTIVE COMMITTEE. 

Audit Commitiee, et. al. Restructured the management re.sponsibilities of several 

DEPARTMENTS, INCREASING PRODUCTION. EFFICIENCY. AND STAFF UTILIZATION. COMPLETED A 
$54 MILLION COLLATERALIZED MORTGAGE OBLIGATION LOAN SECURITIZATION TRANSACTION 
THROUGH Salomon Bros. 

1984 - 1985: SENIOR Vice PRESIDENT. Manager of Lending. First Federal Savings (now 
Guaranty Bank), San Antonio. TX. Man.ager of .all lending & mortgage banking. 
Number Two Executive. Heavily involved in i.westments & deposit activities. 
Increased lending activities 409F in one year while reducing delinquencies, all 
without adding to headcount. 

1983 - 1984: SOUTHWEST Regional Manager, Ford Motor Credit Corp.. Houston, TX. 
Manager of commercial real estate finance, and some financing with de.alers. 

1977 - 1983: Regional Manager. Commercial Credit Company (now Citigroup), 
Houston. TX. Manager of commercial and residential real estate financing for the 

SOUTHWEST. AND FORMALLY TRAINED & INVOLVED IN ALL FINANCIAL PRODUCTS OFFERED BY THE 
S7 BILLION COMPANY. CHOSEN TO OPEN THE COMPANY'S FIRST COMMERCIAL REAL ESTATE 
LENDING FIELD OFHCE. RECEIVED THE CO.MPANY'S LARGEST BONUS EVER AWARDED. TWICE. 

1974 - 1977: MANAGER OF COMMERCIAL REAL ESTATE LENDING AND MORTGAGE BANKING. 
Southwest Bancshares (now B.ank One). Houston, TX. Ai.so involved in the 

ORIGINATION AND ADMINISTRATION OF CONSTRUCTION LOA.NS, DEPOSIT & INVESTMENT 
ACTIVITIES FOR LENDING CLIENTS INCLUDING WEALTHY FOREIGN NATIONAL.S. CORPORATE & 
PERSONAL [.ENDING, AND CREDTI' CARD OPERATIONS, CREATED AND MANAGED A COMMERCIAL, 
MOR IGAGE banking ENTETY I OR A .MUI.I I-BANK HOLDING CO.MPANY. 

1973 ' 1974: Assistant Reoion.m, Manager & Assista.nt Treasurer. Citicorp Real 
Estate. Houston. TX. Mortgage banking and con.structk)n i.ending for Ci tibank, N.A. 
(NY), AND deposit & IN’VESTMENT .ACTIVITIES FOR WEALTHY FOREIGN CLIENTS. HELPED 
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ESTABLISH A NEW OFFICE IN HOUSTON, INCLUDING S I'AFHNG AND I HE ES FABLISHMEN I OF 
OPERATING POLICIES & PROCEDURES. PRIMARY TERRITORY COVERED SEVEN STAPES. AND 
OPERATED N.ATIONWIDE & INTERNATIONALLY. 


1972 - 197."!: Loan Officer & Ma.n.ager or- Lending Department, Gibrai.tar Savings (now 
Citigroup), Houston, TX. At .age 26, man.aged the day-to-day oper.ations of Texas' 
largest S&L {,55th largest in thf, U.S.). Handled construction & subdivision 

DEVELOPMENT LOANS. JOINT-VEN PURES. .AND HIGH-VOLUME BUll.DF.R ACCOUNPS. COMPLETED & 
implemented several workflow EI-TICIENCY IMPROVFIMENT PROJECTS FOR VARIOUS 
DEPARTMENTS. 

1968 - 1972: First National Bank of Mobile (now AmSouth), Mobile, ,AL. Mortgage 

AND REAL ESTATE SPECIALIST IN THE TRUST DEPARTMENT. TRAINED AND WORKED IN ,-\LL AREAS 
OF THE BANK INCLUDING CHECKING & S.AVINGS, CREDIT. CORPORATE LENDING, PERSONAL 
LENDING, OPERATIONS, CHECK PROCESSING, AUDIT. INTERNATIONAL, INVESTMENTS, TRUSTS & 
ESTATES, CORPORATE PENSION PLAN MANAGEMENT, PORTFOLIO MANAGEMENT, STOCK TRANSFER, 
CORPOR.ATE BOND TRUSTEE, BANK SECURITY, CREDIT C.ARD OPS, AND FUNDS TRANSFERS. 
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Addendum Two 


Pj,! I «i.»K ul, in< . 


D . g A‘ 


-creuo R^^urr'i 


BANKiNC Information 
Par Thrf.f Financial, Inc 


/02.47t.6°33 • Fax: 702-4; ; Free: AUttOj.acOO 


BANK WIRING INSTRUCTIONS 

Bank of America 

5950 W. Sahara Ave. 

Las Vegas, NV 89146 

ABA Routing 

026009593 

Name of Account 
Par Three Financial, Inc. 
Account Number 
004961842578 


• lOi convention Center Drive. Suite 8s0 • Los Vegas, NV 89109 


Par Three Financial, Inc. 
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ParTfe’ceFiiiaac'lal, IflC- 



Cywmg Av-eiaga Supsf-isO/ 


itt-. nsfXK.r'T'ttt x-‘ *:Trv»:'i'i T’-r^Trr'f'i 
i\£.i iTiu/j,! irti- 1 A r^£\ 

Dear Pai’ Tlircc Fiiian-r^iaj Partiicr' 

over 40% and von our Onancisl r*artn^T^ have nrovided the caoh^l to help eypgnd. ^o copijratulate 
yourscives for seizing this op|>ominiiy to increase your current poitfoUo. Remember the website is now 
Password proiecied so use u*c l. «ur Name ana Fas 2 %vord below to opes the site. Give the site infonnation to 
your referrals, so that they can review nur pn>gr3m. 

Website: v ^'ww^ panhre efmancial.com 
I'hc User Naiiic is: Fari aiici the h'ass'vvord is: success , (use a csjiitai P j« Pai'V) 

The piturc to very bdghi ibr our industry, ui, we provide the nia:iiy weeded services to those 

who prefer our ‘‘■alismahve” or '‘convenience” banking volition. T ipchHled. a letter from the ('hairman 
of our Trade Association - Financial Service Centers of America or FISCA. You will probably see articles 
in the newspapers reieicticing tins organization and our industry' in general, i nope ihar this message iioiii 
Dnchh will shed more light on our cvcr-csp£i 2 u.iaig. Industi’y. 


As always we appreciate your Trust and 
Confidence in Par Three Financial. 
Happy NEW YEAR from ail of us! 



Viiank you so mue'h for your Rji'errais and we iook xc.".vard ro an exciting and rcwardiiiK future in 2005 and 
lieyond. 



Ppr Three Financial, Inc. * 101 Convention Center Olive, Suite 850 • Los Vegas, NV 89109 
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Psrnif4-FifiaHici4 lac. 

Oivmg Avmuge nivesfcirs Supa&f.w fi^Kirm 



m: MONTHI Y N^WSLEITER 

I’ic.:' .'ii' . iti'Cc .i'liiuriCisu r‘isru>Ki.' 

As we enier ?he monto of September 2CK)4 ami the end of the samncer. m' h 2 -"s . -i jn'5c?a.‘ir Jl -^7 '*• yui 

leQucsto K>r nmv or aGfUticrtSl fuiidb. from our coiia^ied stores. While this has verv fv.:jd«a. our need 
l~.T h)‘i.rheih.,.c tuu^^ hoiu ihiiiiicial i»Hitaers is scamng le decrease at this time. MiW of you have 
indicated vou a-c to increase your participat-on with Par T'^r-ee Financial, vv c vvould reoucsi m ciitj, 

raoracnx, that vou cootacl your representative before sendin? in ?.nv r^ddinorsa! f.n* ‘‘v need it, then 

vve acoepi it; ur.ai then, you wili he placed <m a waiting Hsi on a first come first .serve basis. wi'l 
aJiow i;hose v;ho hav? embraced CMif Refetisi Pfo^raiu io {Auiicijwifc* as more hnuis are needeo. 

Next, month we will be pftssword protechne our w-ebsite: wwv parthrwtmanciaLcam ?-«! wt tvlP nnty K^s 
ivoriiiiiv '.viiii ojs: parmev.^ ai»*J iueir rei'errais. Vou wdil receive the password in our next News 

l.cTfer for your own jie.r.sonrt! use and the 'c.se of your rofcrralr, 

Again, v/e can not thank you enough for your pariicipaiion in the Par Three Finanoial program. Many of you 
hsv.? taken sidvantage of tlie Far Thre« .Rti'efrai Progrsni optKniumiy, ror ihoac of you. wno haven’t, 
please re\de^v this exciting and financially rew-arding procrjiin. )-ou v^f^ir iumconi ic our prop'ano 
i^lio opens a minimum SlOK account, you will receive a $20<'; cash referral ^ee and V:% pe-r month (6% per 
3niuim) Oi ihe toiai account baitujcc oi each retcTral for me dun*iion of their participation in our program. 

Because of your history’ with us, you are our he.^j ■u-vurce fvr refe,*T3lsi yo'.ir ^tre-na efforts iia'-e honcPtc-I •}.!! 
parties concerned, so keep up the good work! 

Tbrisk you <o inucli n.>r your refemds and look iC'iw’ard tu uii s.vciting mid rewarding nitote. 
y^'e (^rcciate the trurt and coufidence you have placed in Par Three Financial, Inc. 

.•^ip.csrelv 

PAR THREE FIAiANCI.At, IfSiS. 

/O/ . ; L..X 

'y^/ '■'AJ /(/ ^ 

L«jng 

. i*-v ' '"j'vSiUCJii 

.;WL: 5 k 


Par Three Financial, Inc. • iOl Convention Center Drive, Suite 850 * Lus Vegas, NV 89109 
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ADDENDiiM Four 

Newspaper ads 

^ancisfo Qlljrottidf 

a Hearst Newspaper 


The San Francisco Chronicle 
901 Mission Street 
San Francisco, C4 94103 


Emailed Completion Notification 

To: PAR THREE FINANCIAL 
Company; 

Fax #: 


From-LEVY, RONALD 

Customer Sales Representative 

Phone: 

Toll Free: 1-866-732-4766 

Fax: 


San Francisco Chronicle. Classified Dept.. 901 Mission St.. San Francisco, CA 

94103 
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Barry Minkow 

From: Barry Minkow [minkow@integrity.com] 
Sent: Wednesday, January 12, 2005 3:41 PM 

To: Minkow 

Subject: Ad copy 


— Original Message — 

From: Chuck Hood [mailto:chood@seatt)etimes.com] 
Sent: Tuesday, January 11, 2005 8:39 AM 
To: minkow@integrity.com 
Subject: Ad copy 


This is what ran 11/16/03 to 4/28/04. 


■paVanced Lending- 

24% PER YEAR ROI 

- Established Lending company 
paying 2%./mo return on 
secured inv. $nOK A/linimum, 
■ Call 877-53^-6600 ■ 


Chuck F. Hood 

Seattle Times -representing the Seattle Post Intellignecer 

Classified Customer Sales 
p;106-6S2-SSl 7 
e: cho odkSise attletimes.com 

w: w ww.m Klmiifieds.eom 


1/20/2005 
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Addendum Five 

ON-LiNt; Ads 

InetGiant.com 
offers > 


All free classified ads are posted instantly! No 
waiting for approval. No confusing or time 
consuming sign up process. Just register and select 
your personal username and password, then login 
and go from there. You can edit your free classified 
ad when ever you feel. Choose from a range of 
extra optional features: Featured Ads, Bold Titling, 
Premiere Ad, Option to add an icon with Classified 
Ad, and Option to upload your own image or photo 
with your free Classified Ad, 


VIEW ALL CLASSIFIEDS POSTED John MacKenzie 


! Classifieds 1 - 1 1 of 11 


Heili? ^ Personals > Miscellaneous Personal Seiy ices > 


iSViUt ii V* 


iJi'vvStyii'iCrii, . 


Viewed Today : 1 | Total Views : 1 , Expires on : ^ 

3/31/2004 C 

Visit Par Three Financial, Inc, at wawe parthreefinanciai com, 
or iny secondary website at www angelfi,,. ’nore 


P ersona l Growlh&Hcln 

_~T,ui\w>u.siivMi s.v'uiiiiV u'Slcn ly i i I . - . 


Viewed Todav : 1 : l ota! Views : 3 : Expires on 

3/31/2004 


Visit Par Three Financial, Inc, at vvww panhreefinancial.corn, 
or inv secondaix' website at www,aneelil,,. 
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Viewed Todav ; 1 | Total Views ; 2 ■ Expires on : « 

3.31/2004 ’ ’ ' ^ 

Visit Par Three Financial, Inc at WWW. parthreefi nanc i al , com . 
or my secondary website at www.angeifi. .. 


Home > l-'inancial.'Money; > V_en(ure _Canita! > 

'-l.y i yvyi U j li. , VV ^ ^ I_'_e 


Viewed Todav : 2 • Total Views : 6 j Expires on : 
3/31/2004 


If 


Visit Par Three Financial, Inc. at w'ww.parthreetlnancialcom, 
or my secondary w-ebsite at ww’w.angelfi... more 


Honte > Fi_nancia!;’Mone\; > Mlinev tQ_L".nd > 

~-T ' u tVylui ii .i Oui i uVCSlCiriC tU ’ : . 

Viewed Todav : 1 i Total Views : 4 j Expires on : * 

3/31/2004 ' ' L 

Visit Par Three Financial, Inc. at ww'w.parthreefmancial.com, 
or my secondary website at w-wAv angelfi... rnore 


Home > Fmancia! Money > M ort ga ue Serx ic es > 

> » i 1 V.Hi J \ CbltCuiC* li . . . 

Viewed Todav : 1 i Total Views : I j Expires on ; « 

3/31/2004 ' B 

Visit Par Three Financial, Inc. at wwvv.parthreefinancial.com, 
or my secondary website at wwnv, angel fi. .. more 

Home > Russncss Scryices > Business & F-'rofessiona! Srycs > 


-,•3 VI iX V U.ii i t y>( I 

V/iewed Todav 
3/31/2004 


. V ui (it V V Hsiw i * t v ! 5 1 


t ' Total Views : 1 i Expires on 


Visit Par Three Financial, Inc, at w'ww.parthreefinancial.com, 
or m> secondary' website at www.angelfi... ’Odre 
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sOnc 


R? 


ss ( )|'p«nu!ii!:cs > Partnersh! 


Viewed Todav ; 1 i Total Views ; 3 Expires on : * 

331/2004 ' ' ^ 

Visit Par Three Finaociai, Inc, at www.panhreefinancial.com, 
or my secondary website at WA\w\.ange{fi... 

Home > Business Opp or tu nities > Im. e sters Wanted > 


iStv-lutii v>ii \ uui iuvc-5 Wt)n, iii . ■ 


Viewed Todav : 1 ; Total Views : 4 | Expires on : ^ 

3/31/2004 ' ' ^ 

Visit Par Three Financial, Inc. at wavw.parthreefinancial.com, 
or my secondary website at w-ww. angel fi... 

Home > Business (Opportunities > Business Opportunities > 


u ivwtuiu Uit I Uwii t H V . . . 


Viewed Today ; 1 j Total Views : 1 i Expires on ; 
3/31/2004 


Visit Par Three Financial, Inc. at wwav.parthreefinancial.com, 
or my secondary website at wwav.angelfi... 


Hom e > Business Opponunines > Monet: Making Opportunuies 


24 % Returnon Your Investement ’!! 


Viewed Today : 0 j Total Views : 0 | Expires on 
3/31/2004 


Visit Par Three Financial, Inc. at www.parthreefinancial.com, 
or my secondary' website at www.angelfi... 


Classifieds 1 - 1 1 of 11 
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24% Return on Your Investement !!! 

I'bi'N'fieds C)ppor:u:Mnes ilninca; xiewingad 

AdlD«: 175061 Ad Views; 5 More Oke tdt 

Seller ID#: 97436 Expires; 22 March 2004 \ . o;,... 

Price' Unspecified Seller Area: Nevada RepK joad 


Visit Par Three Financial, Inc, at w w w parthreefinancial com, or my secondary 
website at w vv w angelfire com/nv2 'par3 for more information about making your 
money work for you! minimum 2% per month or 24% per year 

USFreeads 
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Addendum Six 



Pl'glic Records 






Pars 
success 
Michael Potter 
James W Long 
florida. ca nevada, Utah UCC 
nexis on company and potter and long 

Electronic Receipt - Thank You 
Account Number; 

Order Number: 

Authorization Number: 

Date & Time: 

Credit Card Type; 

Expiration Date; 

Product: 

Cost: 

Sales / Usage Tax: 

Total Cost: 


D71UBEK3BAJN8PMCNL3JWGP614 

540637 

1/13/2005 3:29:37 AM 
Visa 
2/06 

LNCCFeopleNews 

$3.00 

$ 0.00 

$3.00 


Electronic Receipt - Thank You a. 

Account Number; 

Order Number: E1PGQJFNUSBM8KD00W3XP03UC6 

Authorization Number: 53867 0 
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Cost; 

$1.00 

Sales ; Usage Tax; 

$ 0 . 0 0 

Total Cost: 

SI .Co 

Electronic Receipt - Thank You 

6v 

Account Number: 


Order Number: 

S033DJDM1EPL9NL9847AT 

Authorization Number: 

418568 

Date & Time: 

1/13/2005 3:06:09 AM 

Credit Card Type; 

Visa 

Expiration Date: 

2/06 

Product: 

LNCCUCCFilings 

Cost: 

$1.00 

Sales / Usage Tax: 

$c.oo 

Total Cost; 

$1.00 

A Electronic Receipt - Thank You, 

.fe 


, Account Number:, 

Order Number, , 937DLlGT9S959KG4Mr 95 ;k;iSQ4 6 
Authorization Number;, ,3 993 93 

Date & Time:, ,1/3 3/2005 1:47:31 A14 
Credit Card Type:, ,Visa 
Expiration Date:, ,2/06 
Product:, , LNCCGe.’'ieralNevvs 

Cost, ,3 3.00 

Sales / Usage Tax:, , S C . 09 

Total Cost:, .33,00 

Account Number; * ■ ' • Order Number: -uO-'BePlSOlTOHrOXOKOO 
Authorization Number: ’ .00 6 

Date & Time: 0 " : 3 / /' •( : 1:16:13 'll Credit Card Type: IT ;• Expiration Date 
.1 / 1 Product TTl'TOor.'S r a , Tov f 
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Cost: S3 . 30 Sales . Usage Tax: 3^ . CC Total Cost: S3 . 33 

Type: CorporationFile Number: C29483-1998State; NEVADA Incorporated On; 
December 1 7, 1998Status: Current list of officers on fsleCorp Type: RegularResident 
Agent: \r, \ At JA 1, ijKtA SKA i t Hs_Ai}i_)y.AK 1 t-KA iNi {AcceptediAddress: 101 
CONVENTION CENTER DR #700 LAS VEGAS NV89109- President:DONALD D 
MERRITT Address: PO BOX 27740 LAS VEGAS NV89J26- Secretary: DONALD D 
MERRITT Address: PO BOX 27740 LAS VEGAS NV89126- Treasurer;DONALD D 
MERRITT Address: PO BOX 27740 LAS VEGAS NV89126- 

Record Type: RESIDENTIAL SC'JRCE TWO 


Name : 

MER.RITT DONALD 

Added: 

05/30/2CD4 

Status: 

Current 

Address : 

540C N CAB SON ! 


CARSON CITY, 

County: 

CAP.SON CII’Y 

Phone : 

(775) 895-lXXX 


Database: MERLIN CROSS-DIRECTORY 

Data Through: 11/12/2004 
Record Type: BUSINESS 

Business: PAR THREE ET> 

SIC; 6252C3 - FIX/ 




INC 


NCIAL ADVISORY SERV1C5 


Address: 101 CONVENTION CENTER DR 

LAS VEGAS, NV 39109 
County : CLARK 

Phone: (702) 471-6933 

Copyright 2004 Experian Information Solutions, Inc. 
Experian Business Reports 

Name: PAR THREE FINANCIAL INC 

Address: 101 CONVENTION CENTER DR STE 7 
LAS VEGAS. NV 89109 


Telephone: 702-284-5683 


Experian File .Number: YI9691524 
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ieifk^'kie TRADE A***** 


TRADE FAAMENT EXPERIENCES 

(TRADE LINES WI I II AN AFTER DATE ARE NEWLY REPORTED) 

RECENT ACCOUNT STATUS 

HIGH -DAYS PAST DUE- 

BUSINESS DATE LAST CREDIT BALANCE 1- 31- SI- 

CATEGORY REPTD SALE $ $ CUR 30 60 90 91+ 

A I R T PAl-l 5 1 j / 3 1 / 2 G C 4 4 C 0 

Pai'ii'-eni: Terms: N’ET 30 
AIR TRANS 10/25/2004 

?avr:.erU Terms: NET 30 
Cciunerir: CUST 1 Y?. 

^TELECOK li/e'20-''.4 200 200 lOf • 

PayTP.er.T Terius: NET 30 


Footnotes: 

+ IN FIRST COLUMN INDICATES COMPANY IS PAYING FASTER THAN TFE 
INDUSTRY NORM; 

- IN FIRST COLUMN INDICATES COMPANY IS PAYING SLOWER THAN THE 
INDUSTRY NORM; 

= IN FIRST COLUMN INDICATES THE COMPANY PAYS THE SAME AS THE 
INDUSTRY NORM. 

< > SIGNS INDICATE TRUE HIGH CREDIT OR BALANCE IS < OR > AMOUNT 
SHOWN 


****** TRADE PAWIE.NT TOTALS ****** 


RECENT ACCOUNT STATUS 

high -days past DUE- 


CREDIT 

BALANCE 


1- 

al- 

61- 

$ 

5 

CUR 

30 

so 

90 


**** I’A^AILNT TRENDS ****** 
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(BASED ON CONTIM OUSLY REPORTED TRADE LINES) 

-DAYS PAST DUE- 

BUSINESS BAXAHCE 1- 31- 61- 

DBT $ CUR 30 60 90 91 + 

N/A .'100 100'-- 

N/A 200 100 

N/A 200 lOO-i 

K/A 0 

****** PAYMENT HISTORY - Ql ARTERLY AVERAGES ****** 

-DAYS PAST DUE- 
BALANCE 1- 31- 61- 

DBT $ CUR 30 60 90 91 + 

K/S. 200 10-0- 

M/A : 

N,'A 0 

M/A 0 

m;a 0 

****** INQUIRIES ****** 

Date # Inquiries 8 months prior to report date 
SIC Description 1 123456789 

2590 FIM?2!CE 12/04 1 

TOTAL 12/04 


3RO-v-::4 

2MD-C-04 

IST-O-Oi 

4TK-C-0J 

3RD-Q-03 



Experian Extract Date: 12.6 2004 
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Secured Parties 


('unem Svvuicc 


NAME & ADDRESS 


COMPASS BANK 

76 S LAURA ST JACKSONVILLE FL 32202 


Debtor Parties 


Cuu'cni Doblui Piji Uc 


NAME & ADDRESS 

PAR THREE INC 

4121 SHOAL CREEK LN EAST JACKSONA'ILLE FL 3222S 
PRICE CHARLES B 

920 ORIENTAL GARDENS RD JACKSONVILLE FL 32207 


Copyright 1997 News & Record (Greensboro. NC) 
News & Record (Greensboro, NC) 

.lune 22, 1997, Sunday. .ALL EDITIONS 

SECTION: BUSINESS, Pg. E5 

LENGTH: 930 words 

HEADLINE: INCORPORATIONS 


BODY: 

The State Corporation Commission has issued these businesses charters between April 1 , 
1997, and April 30, 1997, in parenthesis the company's registered agent: 

GUILFORD COUNTY 

Browns Summit, Millennium Management LLC (M. Kenneth Doss); Parkwood Group 
Inc, {Alfred J Colanero); 

Gibsonville Inventive Internet Technologies Inc iScott .Mulder); 

Greensboro' A Pius Lawn Inc. (1 iunter Wangs. A B.&J .Service Providers !nc {.lames 1- 
.loyeci; .A,H.M,A, Ltd. {.Angela L. Hunt;; Aaron Andersen W'cb Professionals Inc. 

1 Matthew G. IVIilunic ), Academy of Spoiled Babies ine (Jacqueline Casterlovvi; 
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Administrative Support Network Inc. (Cher\l R. Humphries); Affordable Senior Rare 
Inc. (Kenneth R. Jacobson); A Healthy Start Inc. (Manlin M, Chee); Airborne 
Metalworks Inc. (Dave Gordon); Ala Carte .Accents For the Home Inc. (Gary G. Ash); 
American Metal Supply inc. (David K. Richardson); American Unified Mortgage Inc. 
(N.C, Search Inc,); Arborgate inc. {l.arry- Dail). B G R & R Inc. (Woody Willard Wolfe); 
B&J Bi Hards, Lounge Inc. (Kendall Brumby); Barbara C. Hild & Associates Inc. (Barbara 
Clark Hild); Bay Point L.L C. (Richard M. Greene); Blue Ridge Remodeling Heating & 
Air Conditioning Inc. (Tammy Jo Bryant); Bluethenthal Family Fund (Arthur 
Biuethenthal ); Boyd Photography inc. (Larry R. Boyd); Brute Cleaning Serv ice Inc 
(John W, Quick); Cabin Creek Consortium LLC (William L. Tankersley IIJ); Carolina 
Tennis Academy Inc. (Oscar E. Blacutt); Carr-Povvell Properties LLC (Vernon B. 

Powell); Cartell Inc. (April Lymn Lattig); Certified Lock Inc. (Thomas Alan Jeffries); 
Chatham Acquisition Inc. (Charles T. Hagan III); Colonial Horne Improvemnl Co, Inc. 
(Charles Livingston Harris); Computer Net of Raleigh Inc, (Tim Sessoms); The 
Computer Resource Group Inc. (Shannon B. Hill); Concrete Construction Co. Inc. (Leo 
Davidson); Con-Equip of the Carolinas Inc. (William Guy Roof); Cornerstone Village 
Properties LLC (Steven D. Bell); Corporate Consulting Inc. (Joseph V. Green), Crane 
Point LLC (John R. Barlow); Crown Battleground LLC (Royce O. Reynolds); Crown 
Used Car Mall LLC (Royce 0. Reynolds); Currahee Disease Mangement Seiv'ices Inc. 
(John H. Small); Dale Wood Designs Inc. (Nancy J. Adkins); The Dan Ottaviano 
Foundation Inc, (Bradley L. Jacobs); Darco Enterprises Inc. (Darwin A. Nelson); DBM 
Group Inc. (Donald R. Vaughan); DLS Clemmons LLC (Desmond G. Sheridan); DLS 
Millwood LLC (Desmond G, Sheridan); Dream Cars Ltd. (Terrell Raynor); Doug York 
Construction Inc, (N.C, Search Inc ); E.J. Oddono Jr., M.D., P.A. (Ernest John Oddono 
Jr ); Earth Shapers Inc. (John D. Amos); East W'hite Oak Missionary Baptist Church Inc. 
(Benjamin W. Mittman Sr.), Efird - Gwinn Architects P.A. (Gregory' S. Williams); Eleite 
Technologies Inc. (Paul M. Leite); Elliott, Nelson Inc. (Charlie Elliott); Evolution 
Marketing inc. (Daniel Forlano); Eye Center Pharmacy LLC (Desmond G. Sheridan); F 
& F Foods Inc. (H. Vaughn Ramsey); First Federal Home Equity Inc. (Angela A, 
Williamson); First Mission Enterprises Inc. (James F. Hammond); Foundation Khadimou 
Rassoul (Abdoulaye Diop); Ganim Investments inc. (Paul M, Stutts); Geeks Inc, (J. 
Christopher Hughes); GI Associates Inc. (Small Business Solutions International); 
Glenwood Water and Sewer Co. L.L.C. (Howard L. Borum); God's Place of Worship and 
Deliverance Inc. (Charles A. Morgan Sr.); Guilford Place LLC (James L. Merritt); H&S 
Paint Co. LLC (Martha J, Snead); Hargett's Telephone Contractors Inc. (Thomas 
Sonricker); Hayes Memorial United Holy Church (Louise King); Heartland Apparel Inc. 
(W.B. Rodman Davis); Hit the Zone Inc. (Patricia A. McCall); Hood Construction Co, 

Inc. (Robin Hood); Hounds' Hunt LLC (Harry' S. Falk); Huckabee Trucking Co. Inc 
(Sandra M. Lumley); HVM/Clubhaven LLC (William L. Tankersley 111); Hummel 
Family Foundation Inc. (Bradley L, Jacobs); Industrial Devices Inc. (Glen Moore); 
Innovative Answers liic. (John Bilhardt); J3S Funding 1 L.L.C (Russell R. Myers). J, 

Todd Brown .Associates inc. (J Todd Brown); Jackie Newkirk insurance Agency Inc. 
(Jackie Newkirk Morehead); James R. Pass Inc. (James R. Pas.s); Jane Bry-ant Lawson, 
CPA, PA (Jane Bryant Lawson); JBC of North Carolina LLC (Keith A. Wood); JDC 
.Manufacturing LLC (W.B, Rodman Davis); KRB Properties L.1,.C, (Kenneth R, Brooks); 
l.awndale Drive In Inc. iTimothy D. Duhan); Lindmark LLC (James F, Marshall), Loftis 
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inc, (Michael D, Loftis). Lothakoun hnterpnscs Inc (Singthong Lotakoon); Ia & Tran 
Investment fnc, (Lim Lk Tran); M & H ofRockingham Coiinn inc, (Charles H. Mcivin 
Jr,); Majestic Oriental Imports Inc. (N.C, Serach Inc ); Materials Handling Enterprises 
Inc. (Kevin Galvin); Mcdibeg USA Inc, (Charles T. Hagan 111); Medical Reimbursement 
Systems Inc. (Chery-i R. Himiphries); Michael Aviation Inc. (Dave Gordon); Micron 
Video international Inc. (Richard A. Matthews); Missions for Christ (Apostolic Faith) 
(Robin Ellis); National Alliance for Nonviolent Programming Inc. (Whitney G. 
Vanderwerff); Nehemiah's Builders Inc. (Marcuis Wade); North Carolina African 
Services Coalition Inc, (Pat Priest); Nottingham Apartments LLC (James L. Merritt); 

oakcrest Center L.L.c. (George Sipsis); Par Three Financial Inc. 

(Richard J. T Uggle); Paramount Petroleum Corp, (N.C. Search Inc ); Piedmont 
Coffee Co. (Tomi White Bry'an); Premier Mental Health Inc. (Ronald Burrell); Promulch 
LLC (H, Vaughn Ramsey); Racing Club Investments LLC (H. Vaughn Ramsey); RCC of 
Greensboro Inc, (Sandra Regina Williams); Rehab Builders Inc. (Dennis J. Toman); 
Rental Associates LLC (James L. Merritt), Rettew Enterprises Inc. (John C. Rettew). 

LOAD-DATE: June 23, 1997 


FLORIDA SECRETARY OF STATE, UCC RECORD 


Debtors. LONG, JAMES W 


Debtor Address: LONG. JAMES W 
PO BOX 1521 
MACCLENNY, FL 32063 

Secured Parties: BOB'S MARINE VILLAGE; BOMBARDIER CAPITAL INC 
(ASSIGNEE) 

Secured Party Address: BOB’S MARINE VILLAGE 
US 41 NORTH/POB682 
LAKE CITY, FL 32055 
DUNS; 060238979 

BOMBARDIER CAPITAL INC (ASSIGNEE) 

PO BOX 600610 
JACKSONVILLE. FL 32260 
DUNS: 049795367 


Filing Type: INITIAL FILING 
Filing Date; 6 19 2000 
Filing Number; 2U0()(J0I4249! 
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Filing Office: SECRETARY OF STATE/UCC DIVISION 
S'l'ATE CAPITOL 
TALLAHASSHFS FT 32314 

Collateral: VEHICLES 
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Addendum Seven 


Dun & Bradstreet 
Financial Rlpor r 





PAR 


''HRE£ PIKAiA.'IAl ilEI 



101 CCfT^/ElJTIQN CENTER DR 
LAC VEGAS KV 89109 

TEL; 902 2B4-L68? 


7 


LOAN BROKER 
SIC KC. 

63 63 



fORMERLY 


STAi^.TED 199 ~'' 

SALES E $2,998,000 
EMPLOYS 14 
HISTORY CLEAR. 


CHIEF EXEC’JTIVE: MICHAEL L POTTER ESQ, PRESIDENT 


^ * * CUSTOMER SERVICE * * 

If y:;u need any additional information cr have any questicns, please nail the 
D&5 Online Customer Service Center at 1-6CO-2I3-1026. 


* ’ * SI.TVMARY ANALYSIS * " * 

The Summary Analysis section reflects inforiaation. in DiB's file as of 
January 10, 2005, 

R.ATING SLTiMARy .... 

These businesses which do .net lend themselves to a I«B Rating are 
assigned an Employee Range designation fER'i which ::id..ccites size in 
tenr.s oi number of e.mployees. Ar. ERC indicates an empicyce range from 
ID to 19. 


Below is an overview of the company’s D&B Ratir.g-'S! since 93/10/04: 


RAT INI 


ER 


X 


03/1 C/04 
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FINANCE 

03/09/04 On '-lAE 09 2004 Michael L Potter Esq, president, deferred 

financial statement but submitted the above figures as still 
representative. 

Michael L Potter Esq submitted tne foilovjing partial estimates 
dated MAR 09 2004: 

Sales for 2003 were $2,998,000. 


HISTORY 

03/09/04 

MICHAEi L POTTER ESQ, PRESIDENT 
D:RECI0R:S): THE Or?ICER:S: 


' CORPOR.ATE AND SYSINTSS REGISTFATIOKS " 
REPORTED 3Y THE 3ECRETAR.Y OF STATE 
C-R OTHER OFFICIAL SOURCE AS CF ll/lC/OOCI 


REGISTERED NAME; PAR THREE FI.NANCIAL, INC. 


CORPORATION TYPE; PRCFI? FILINsS DA-^E : I2/lT/l?9o 

BUSINESS TYPE; CORPORATION DURATION: PERPETUAL 

REGISTRA.TION ID « ; 1995294830C 


STATE OF ORGANIZATION ( INCORPORATION ! ; NEVAI'A 
DATE CF ORGANIZATION f INCORPORATION:: : 12/17/1993 

STATUS: CURRENT LO ON FILE; IN GOOD STANDING 


WHERE FILED: CDRrCBATION DIV, CARSON CITY, NV 

REGISTERED AGENT: NEVADA CCRPOPAIE HEAP.QUARTERS, INC., 
CENTER DR LAS VEGAS, N’T 391 39 

PRINCIIALS: DONALD I- MERRITT, PRESIDENT, PC BOX 


I i 


CONVENTION 

'■/EGAS, NV 
VEGAS, NV 


LAS 
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ADDFNDifM Eight 


ACC OEM S HEC'EIVABLK PL RC UASE AOTK 

\ ms At C OEMS RFC :iJ\ arm: PERCHASE i.OAN AEiREFMENT i;. entered Hite on 

2tHi4 h\ and between _{he!euiafici "Faiftor or 

Purcbaser' i and Par three ElnanciaL Inc. Uiereuiatfer ''C'lieni or Seller”), u \e\ad<i Eoiporution donsg 
busHK's^ at lOl Con^c^?lo^i Center Drive. Suite S5 h. I a^j ' egas, \E 8‘>10 


WITNESS 

WHEREAS, Client is engaged in the business of public / coininerciai retail lending, and sells and delivers 
product and'or provides services to Customers on a credit basis, and 

\VH ER EAS, Client desires to obtain funds for operation of its business through the sale of Accoirnls Receivable 
Checks and Invoices acceptable to Factor, and 

NOW, THEREFORE, in consideration of the covenants and conditions set forth herein and other good and 
v aluable considerations deemed adequate at law, the receipt of which are acknow ledged. Factor and Client agree 
as follow s; 

! . hereas Clauses. All ”Vv hercas" Clauses and other matters set out heiem aic incorporated herein b> 
reference. Tite use of w-ords "AccounC)”. "Invoice! s)'' and "Checks)" arc all interchangeable. 

2. Approval. Factor shall not be obligated to purchase an\ Accounts from Client: iuwvever. once tui 
Account'Check is submitted by Client and accepted b>- Factor. Factor shall have the right, but not the 
obligation, to purchase all subsequent Accounts^ hecks relative to lliat Customer. 

.E Fee. The fee }>aid by Client to Factor for factoring Accounts Receivable Checks js two percent 

per month ( 24®'o annually) simple interest of the initial amount of checks purchased by Factor during the 
term of this Agrceniem and the option to renew, if .such option is exercised b\ Factor. Pavinent of tee by 
Seller to Purchaser will be paid on the first business da\ of each month. However, the first payment 
period will be prorated based on the date ibis .Agreement takes alTect. The rate of two (2,0%) per month 
will also be applied to any funds added b\ Factor to initial sum during the term of tliis Agreement. 

4, Notice of Dispute. .At the time Facu>r Purchases an .Account, no defense, offset, or counterclaim shall 
exist with respect to such .Account. Client .shall provide written notice to Factor within twenty four (24) 
hours of Client obtaining any knowledge, from any .source, of any di.spute or disagreement of any nature 
between the Client and a Customer, factor shall have the rigiu. but not the obligation, to settle any 
dispute directly with the C'ustomer: however, any such settlement shall not relieve Client of 
responsibiiin for full payment of such .Account. Client further agrees to repurchase from Factor m the 
event of a presumed dispute and. or breach of warranty, all Checks for which 1 5 days have elapsed since 
the original Check date. The repurcha.se price of said Invoices shall be for an amount equal to the 
amount mittaliy advanced by Faaor. plus any fees earned by Factor as dcfmerl under paragraph .>. 

5, Property of Factor, Upon Factor's purchase of an Account from C lient, any and all payments from 
Customer as to that specific Account ai'c the sole property' of Factor, and Client agrees not to interfere 
with Customer’s payment theteof However, should Client pay Factor in fuli for such Account, or should 
anv such Account be charged back or sold back to Client by Factor, then such Account shall 
immediately become the sole property of Client Client may use checks, invoices, real estate, fixlurcs 
and any other .such assets for collateral Client may also u.se .any and all {proceeds in any vva\- for an\ 
legal pll^po.se^ i! may ciioose 

(?, Payments Received by Client. C licni vva.Tanlh and represents that at the time Factor puichases an 
\cc(>iinf ironi (.licni no payment will have been made by the Custitnicr namtd on ‘.ccouni eithei ii' in 
foi the benefit of ilie Client. In Uic event that Client rcce!ve> a paynienl from C iistomci v\hich lias 
!>ec^,'mc the pn^jicny of f avior client >hali be deemed to have teceivctl lltc pay meni in. hum foi r acioi'. 





159 


and Client shall uiunediateK turn tivei such pa>nicm to F'actor. in the event Clieiii receives a pavtncii! 
ulnch i> comprised of nnmies bclonuing parnalK lo Client and partiaily lo ^■aclor, (lieni shall 
mimeduiiely uim over said payment to haclot in us onginaJ Ibnn and pioperK' endorsed, ami lactor 
shall, upon clearance of payment instrument by Faciofs bank, forwaid a check to (diem foi Client’s 
poriion of the pavnieni 

Representation and V\ arrauties of Client. Ciienl hereby represents ruid wan ants to Purchasci that: 
Client is a validly formed. CMsiing ('or|)oration in uood standing under the kms of the State of 
Nevada and said Corporation is properly licensed and authorized to operate its business under the 
Trade name ”Par Three Tinancitd. inc." 

B Client is solvent as that tenn is defined under bankniptcy- law and the Uniform Comrriercia] Code. 

C At the time of purchase of an Account by Factor. Chent will be the lawful owner thereof, with good 
and undisputed title thereto, free and clear of any liens or enciunbrances. Each Account shall 
lepresent an accurate and undisputed statement of indebtedness owed to Chent by a Customer for a 
sum certain which is due and payable m 30 days or less, arising out of a bonafide sale, deliveiy and 
aca.'ptance of produce or performance of serv-ice by' Client to Customer in the ordinaiy course of 
Clienfs business. No outside person, firm, coiporation or business shall have any lien on. or claim 
to, such Accounts or to the produce described therein or any part thereof. 

D- Chent shall notify- Factor m writing immediately after obtaining any knowledge from any source of 
the filing, recoiding or perfection by any means, of any non-consensual lien, claim, levy, 
attachment, encumbrance or oihei court or legal proceeding or process of which chent is aware of 
against Chent or any Customer, or again.si any property of Client or of any Customer. 

E. C-'iient doe.s not. and will not. in any manner, whether directly or indirectly, own. control or e.xercisc 
dominion over the bu.siness of any .Account or debt of Customer to be offered or sold by Client to 
Factor. 

F Each and eveiy. documeiU. statement, record, book, account and invoice, and all infomtation. 
whether financial or otherwi,se. provided to Factor by Client, shall be tme. accurate and conect to 
the best of Client's know ledge 

G, C'hent and Factor agi'ee that neither shall not under any circumstances or in any manner whatsoever, 
interfere with each other’s rights under (his .Agreement. 

H, Client will not sell, factor or cussign Accounts covered by this Agreement to anyone except to Factor 
during the term of this .Agreement and or lor as long as any indebtedness whatsoever remains owing 
by Client to Factor under this .Agreement, Client has not heretofore sold, tactored. assigned or 
encumbered any .Account or .Accounts, which are or may become subject to this .Agreement. 

I, Chent shall not transfer, assign, or pledge any of its .Accounts covered by this Agreement and shall 
not grant a secuniy interest therein, to any party other than Factor 

J, (’lient shall not alter, modify, or extend in tmy manner, the terms of the original .Account with a 
Customer, including, but not limited to. the maximum credit limit of Customer or the time within 
which payment is lo be made, witliout first obtaining f actor's written cotisem to such cliange. 

K, . Conceniing this Agreement. Chent has not transfened. pledged, assigned or granted a security 

Hiieiest in its assei.s. winch Cliem has not fully disclosed in writing to Factor. Client has not 
peniiitied and shall not permit any lien, encumbrance or security interest to be created upon it’s 
assets, including but not Itniiied to. us accounts receivable. witlH>ul the pnoi wiirreii consent of 
Facior 

L Concerning i]n,> Agreement. Clieni shall maintain ii assets ni good order and icpair and shall 
mamiain po]}clc^ nidnsurance ihereon ’>arisJactorv to facUn 
M- ( iicTU shall not sell, assign, pledge or encumber lhi^ Agrceincm or any right.s \vhat>oev ei heicundcr 
\ i ]ieni \\;li immediaicK iiiUify Factor la wrnnig of any change »,n (he iocatioiH of ^ licni's phsce-.sj of 
busnic^'i oi. iff hem has or intends to acquire additional piacctst ut business, or prior to any change 
in ( pninary e,vccunve olllee locmnm the office o! offices where ( hem's books and records 

cc-nceniing Acciainis .wc located 

o Client vvili immediateK' notify Factor m wnting of any proposed change of Client's name, identity, 
legal entity, corporate .smicture. use of additional trade name(s). and/or any proposed change in any 
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of the officers, principals, pailners. aiid/or owners of clieiu's business. 

P. At the lime Client submits Checks or Invoices on Accounts to Factor for possible purchase. Client 
\\\\\ pay for ai! postage, transportation and or counci chmges 

Q The jtiHchase of Payday Advance accounts / checks, recenables carries no conuiiissions or 
additional costs to Factor. Ail expenditures and oi fees. inciuJiiig tecs paid to iiidcpendejU taclonng 
agents, is paid directly by ( lieiit out of admuiisirauon costs 

8 Power of Attorney. In ordei to tacililate perfonnance of this .Agreement. Factor nTeiocabiy apponus client 
or any person designated by Client, as his--her altoniey in fact, which said appointment shall remain in full 
force and effect until all Accounts sold to Client have been paid in fuil and all obligations of Clieu! to Factor 
ha\e been fully discharged, with full powei to; 

A Receive and open all mail addressed to Factor or to Factor's trade name at or sent to Client's 
address, 

B. Endorse the name of Factor or Factor's trade name on any checks or other idences of payinent that 
come into Factors possession on .Accounts sold to Client by Factor or on which (lietu holds a 
security interest, and on any ln\oiccs or other documents relating to any of such .Accounts, and 
deposit same into any account designated by Client. 

C. Client may. in Factor's name, or otlierwi^ demand, sue for. collect, and subject to Factor’s prior 
written approval give releases for any and ail monies due or coming due to .Accounts purchased by 
or pledged to Client. 

D. Client may compromise, settle, prosecute or defend any action, claim or legal proceeding 
concerning .Accounts purchased by or pledged to factor 

E. Client may do any and all things reasonably necessary- and proper to carry out the purpose and intent 
of this .Agreement. 

9 inappropriate Payment. .Should Factor receive a payment on an Account or other payment which Factor is 
incapable of identifying. Factor shall caiTv this payment as an open item and shall notity Client and retuni it 
to Clieiu or to Customer upon proof satisfactoiy to the Factor of the right thereto. If howei ei, such proof is 
not received within six |6i months foHovvinu Factor’s receipt of such payment. Factor shall have Uic right to 
consider such payment or unidentilied item as credit tov\ard any outstanding obligations or indebtedness of 
Client to Factor, 

1 0, Default .Any one or more of the following shall represent a default under this Agreement: 

,\. Client fails to pay any indebtedness to Factor when due. 

B. Clienfs breach of any tenn. provision, waiianty or representation made hereunder or under any 
other agreement between Factor and Client. 

C. Tire appointment of a receiver or trustee for all or a .substantial portion of the iks.sets of the Client 
The insolvency of Client or the inabrlity of Client to pay debts as they mature, or an assignment of 
assets by Client for tiie benefit of creditors, or the voluntary or involuntaiy filing of a petition in 
bankruptcy court or a similar proceeding in any court. 

D. The filing or service of any levy, attachment, execution, tax assessment or similar legal process 
affecting Client’s or Factor's collateral 

E. The furnishing at anytime to Factor of a materially false or inaccurate document, representation, 
wairanty' or other information or documentation by client, whether financial or oihcrwise. 

I !. Remedies, In the event of a default by Client. Factor shall have the right to do the following, in addition to 
any and all other remedies prov ided by law: 

A. Enforce the securitv inrcre.s! granted hereunder. 

B. Grant extensions, compromise claims and .stiles disputes wuh respect to the Account purchased by 
Fiictoi. regtirdless of price or methods of payment, all done without pnor notice to or penmssion of 
("ilCM! 

C- Return to Client any suiphrs re3li.«f:ed and liold Cheni liable lot any deficiencies as provided in the 
I iiifotni Commercial ('ode foi the State 05 Nevada 

F). in the event ot' Client's insoKciicy or bankruptev. entue proceed.s of i'lust Account at Client's bank 
Wit! be di.snibuted euualiy to Factors on a pro tata basjs 

!2 t ontidenrialfty. K'lcior ackiK>vv{edges tluit an\ kiuwvleuge or inrormaiion rel-umg to ( heuf and ( beuf'^ 
busiuos ijiid Hs operations is valuable, nvopneiaix and confidential in nature, and Factor agrees to maintain 
hiH confidenuaiiiy ol'such intbrmatioii 
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13. -Non-Compete, Factoi agree--^ for a period to two (2) >cars from the dale of execution of this .Agreement that 
hc/shc will not oun. m whole or ui part, consult with, be emploced by. or otherwise engage or participate m 
am business in competition with Client's Business within a one hundred mile radius of Client's Business as 
located iii this \gieetnenc. further. Factor agrees not to induce oi atlciiipi to induce an>’ employee, client, 
customer oi CvUisultani oi' Chent to icniiinaie or in ans wa\ alter their relationship with ('bent, or to 
dispiuage the busine.^s lepuiation or financial condition of Clit^it, However, nothing contained herein shall 
prohibii I'actor fioTii viiTering the same or vSlmdar factoring services to anv pros{>ecu\e I'lienr and cnicruig 
into thi.s same or similar agreement willi an> prospective or new Client of facior. 

14. Termination. This Agreement shall continue in full force and effect unless tcniiinated by ninen- (%) davs 
wiitteii notice b\ Factor to ( iienl provided however, that no such tenmnation should be renninated or 
otherwise affect Clients obligations hereunder incurred or accnied prior to such termination notice. 
Follow uig any notice of lemiination. Client remains fulK' liable to Factor for any Accounts purchased before 
such termination, and Factor will continue to hold a purity interest in Client’s Accounts and other 
Collateral mentioned above until all existing indebtedness of Client to Factor has been paid in full or Factor 
is otherwise satisfied. Fxcept for cau^. this agreement may be extended up to an additional nine (9) months 
at Factor's opfion. 

15. Glossary. The following terms shall have the following meanings when used in this Agreement; 

A. ".Account" means any and all ri^ts to receive payment for goods sold or leased and delivered or 
for services rendered to a Customer of Client, which is not evidenced by an instrument and or 
chattel paper, as those terms are defined in the Uniform Commercial Code for the State of Nevada. 

B. "Acceptable Account" means an .Account conforming to the warranties and terms set forth herein 
and otherwise acceptable to Factor. 

C. "Invoice" means an Invoice on an .Acceptable Account conforming to the warranties and terms set 
forth herein and otherwise acceptable to Factor. 

D. "Customer" means Client's Customer or .Account Debtor. 

E. "Collateral" means the tangible and intangible property’ given as security' for the obligations of 
Client under this Agreement. 

F. "Warranty" means to guarantee, as a material element of this Agreement, and each separate 
warranty herein is also an independent condition to Client's performance and duties under this 
.Agreement. 

G. "Credit Dispute" means a claim of any kind whatsoever by Customer against Client that would 
reduce tlie amount collectible from Customer by Facior. arising from any disagreement whatsoever 
between Customer and Client valid or invalid, at any lime, both before and/or after the signing of 
this Agreement or the purchase of Account. 

H. "Credit Problem" means a Customer is unable to pay his/ber debts because of insolvency, or the 
Customer files a voluntary petition in bankiuptcy, or is subjected to an involuntary’ petition in 
bankruptcy, or the quitting of Customer's Business and'or other like situations. 

16. indemntflcadon. Client shall indemnity' and hold Factor harmless against any and all liability, claim, 
demand, ill-will and damage arising from Factor's collecting or attempting to collect any Account, provided 
that Factor has complied with all applicable laws in its collection efforts, and/or from the failure of Client to 
pay taxes due and payable to any taxing authorily^ including all costs and reasonable attorneys' fees, 

17 Miscellaneous. 

A. Waivers. No action taken pursuant to this Agreement, including any investigation by or on behalf 
of any party, shall be deemed to constitute a waiver by the party taking such action or compliance 
with any rqiresentation. warranty, covenant or agreement contained herein or any documents 
delivered in connection herewith. No waiver by any party hereto of any right or remedy shall be 
elTeciive unies.s in writing and signed by the party waiving .said right or remedy. A waiver of a right, 
remedy or panicuiar section or heading under this Agreement is not a waiver of nghts or remedies 
of any other seciion(s) or heading(s) herein. 

B Notices. All }iotice.s, requests, demands and other communications vvhich are required or may be 
given under this .Agreement shall be in writing and shall be delivered by first class mail, postage and 
delivery coriflmiafion prepaid, or fay courier, transportation prepaid, (o the party at the address 
herein contained or to such other address as such parry' shall have specified in wnring by notice. 
Any and all such notices shall be deemed to hav'e been received on the date of actual receipt. 
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C Sections and Other Headings* Hie section numbers ^ul other headings contained in this 
agreement are for reference purposes only and shall not alTect the meaning or interpretation of this 
Agreement- 

D Governing Law. This Agreement and all transactions contemplated hereby, shall be governed by. 
construed and enforced, in accordance with the laws of the State of Nevada. I be panie.s liereto 
waive trial by jury and agree to submit to the personal jurisdiction and venue of a conn of subject 
mafter jurisdiction located in Clark County, State of Nevada, in the event tiiaf litigation results 
from or arises out of this Agreeinem or the performance hereof, ilie panics to this Agreement agree 
to reimburse the prevailing party's reasonable attomw's fees, coim costs, and other reasonable 
expenses, whether or not taxable by the court as costs, in addition to any otfier relief to which the 
prevailing party' may be entitled. In such event, no action shall be entertained by said court or any 
court of competent jurisdiction if filed more than one year subsequent to the date the cause(s) of 
action actually occurred regardless of whether damages were, otherwise as of said time, calculable, 

E. Effective Date. Tliis Agreement shall become effective upon acceptance and execution hereof by 
tJie paities hereto. 

F. Reliance by Factor. All representations and warranties made by Client herein and in the 
Preliminary Evaluation Report are true and correct and Client acknowledges and understands that 
Factor has relied thereon in entering into this Agreement. 

G. Term. The term of this Agreemeni is for a period of nine (9) months from date of execution by the 
parties hereto. .At the conclusion of term. Factor and Client have the option to renew' this Agreement 
for an additional nine (9) month period at the same tenns and conditions as stated herein, 

18. ACK.NOWLEDGMENT. Client acknowledges no knowledge of tlie existence of Local, Stale or Federal 
Tax Liens. 

None __ 

Statement Par Three Financial, inc. 

39. ACKNOWLEDG.MENT. Client acknowledges no knowledge of UCC Filings against current or future 
receivables, 

None 

Statement Par Three Financial. Inc. 

IN WITNESS WHEREOF, this agreement has been executed by each of the individual parties hereto and 
signed by Factor and a duly autlionzed officer of Client, and attested under the corporate seal of the Secretary of 
the Coiporation, all on the date and year set out below. 

SIGNED AND DELIVERED IN THE PRESENCE OF: 


Signature, of Witness 

Print Name of Witness 

Client/Seller: Par Three Financial Inc. 

B>: 

Signature 

Print Name: Title: 


Factor/Purchaser; 

By: 

Signature 

Print Name: 


Date: 


Date: 
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ADDENDUM 

Addendum ioACTOtM'SREl'ESVABLEPL-RCHASE NOTE beivveeji 

Factor/Purchaser and Par Three Fiiuuicial Inc, C'Henl'Seller 

\\'1iereas, Factor/Purchaser does hereby purchase S 

of accumiiiated Accounts Receivable Purchases, Checks and Invoices from Paj- Tliree Financial. Inc, 
Client'Selicr, which checks aie wntten by Customers and made payable fo Par lliree FinaficiaL Inc. for a 

total of dollars as of 2004 for a temi of nine (9) 

months, commencing this date. 

Factor/Purchaser is reonired to give Client 90 day written notice of termination of this Agreement as 
such Notice is provided for herein. In the event of tennination by Factor, 100% of all monies, including 
principal atid fees thereon, are due and payable by Client to Factor by day 90 of said Notice of Termination. 


Factor Signature: 


Signature: 


Title: 


Print Name: 


Print Name: 


Par Three Financial Inc. 

Address: 101 Convention Center Dr. Suite 850 

Las Vegas» NV 89109 

Office: 702-471-6933 

Fax; 702-471-6983 

Toll-Free Customer Service: 877-533-6600 


Mailing Address: 

Par Three Financial, Inc. 
P.O. Box 27740 
Las Vegas, NV 89126 


Home Phone: 


W ork Phone; 
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Business Public Records - Seleci >oar Business 


UCC SEARCH Results 

Business Public Records 


Seiect ycur business Co.'/l’:'-. C.k\ 


Below are the businesses that match your search critena m Experian's database. To ensure 
you receive the correct report on the business you're interested ki. you can request up to 
10 of the reports listed below. Simply cheUc the box next to the company's information and 
hit either the "Add to report" or the "See report" button to continue. 





r: 

COMPANY 3 

FRESNO CA 

COMPANY OF THREE, INC, DBA CATELU'S 

THE REX 

HEALDSBURG CA 95448 

1 

1 



COMPANY OF THREE- INC.. 

HEALDSBURG CA 95448 

2 



CORPORATE FINANCE, INC. 

DALLAS CA 75205 

1 



FIN. INC 

VAN NUYSCA 91411 

1 



FINANCIAL CORP 

SAN FRANCISCO CA 94104 

1 



FINANCIAL, INC 

EUREKA CA 95502 

1 



PAR 

SANTA ROSA CA 95098 

1 



PAR COMPANY 

ROWLAND HEIGHTS CA 

1 



PARS FINANCIAL CORP 

SAN DIEGO CA 92126 

1 



POWER FINANCIAL, LLC 

GARDEN GROVE CA 92843 

1 



STONE FINANCIAL 

THOUSAND OAKS CA 

2 

_ 


THE FINANCE COMPANY 

FOUNTAIN VALLEY CA 92708 

1 



THE FINANCE COMPANY 

NORFOLK CA 23513 

2 



THE FINANCE COMPANY 

COVINA CA 91724 

1 



THREE 

LOS ANGELES CA 

THREE AND SONS LLC 

WOODLAND HILLS CA 91 367 

1 

1 



THREE AND SONS LLC 

WOODLAND HILLS CA 91367 

1 



THREE CO 

PLEASANTON CA 94588 

THREE SONS INC 

MONTEBELLO CA 

1 

1 




Aod to fcpoi w 


! Next results » 


hnp<- \u\\ cxncriai'i cnni h'^hreport'^- PRRcpc.n \otion di'' 
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Business Public Records - Select >our Business 

<'\|ieria!i Bosiness Public Records 


Select vour businesi. U';“ C -■ C- 


Below are the businesses that match your seardi oiteria in Experian's database. To ensure 
you receive the correct report on the business you're interested in. you can request up to 
1 0 of the reports listed below Simply check the box next to the comoany's information and 
hit either the "Add to report" or the "See report" button to continue. 



littps:;'«'\v«.e\-periaii.com'b2brep(>rts/PRReportAction.do 


1/12/2005 
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Business Public Recurds - Select your Business 


Business Public Recor 


jr business' 


Below are the businesses that match your search criteria in Experian’s database To ensure 
you receive the correct report on the business you’re interested in. you can request up to 
10 of the reports listed below Simply check the box next to the company's information ar.d 
hit either the "Add to report" or the "See report" button to continue. 





[ He,.. 3 

CORPORATE FINANCIAL INC 

MIAMI FL 33176 

1 



CORPORATE FINANCIAL, INC. 

MIAMI FL 33176 

1 



DBA PRESIDENT #3 

MIAMI FL 33135 

1 




DBA THREE SONS 

ORLANDO FL 32837 

1 



M’S THREE 

POMPANO BEACH FL 33068 

1 



MS FINANCIAL INC 

RIDGELANDFL 39157 

1 



NUMBER 3 CORPORATION 

FT MYERS FL 

1 



P FINANCIAL INC 

CORAL GABLES FL 33134 

1 



P FINANCIAL INC 

CORAL GABLES FL 33134 

2 



P, FINANCIAL. INC. 

CORAL GABLES FL 33134 

1 



PAR INC 

DAYTONA BEACH FL 321184480 

1 



PAR INC 

DAYTONA BEACH FL 32118 

1 



PAR INC 

ORMOND BEACH FL 32074 

PAR THREE INC 

JACKSONVILLE FL 32225 

1 

1 



PAR, INC. 

DAYTONA BEACH FL 321 1 8 

1 



PRESIDENT #3 

MIAMI FL 33135 

PRESIDENT #3 

MIAMI FL 33135 

STONE FINANCIAL CORPORATION 

CHICAGO FL 60601 7568 

THE FINANCE CO 

JACKSONVILLE FL 32211 

THE FINANCE COMPANY 

NORFOLK FL 2351 3 

1 

1 

1 

1 

1 




Add to report » 


I Next results » 

Showina resuHs t- 2G of -2^ 


iuips . www.cxncrian coni h^hrcnons pHRepoiiAcTidri.tlf) 
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Business Public Records - Seiecl your Business 


Business Public Records 


■ C;.'> 


Betow are the businesses that match your search criteria in Expenan’s database. To ensure 
you receive the correct report on the business you’re Interested in. you can request up to 
10 of the reports listed below. Simply ched< the tK)x nexltottie company's information and 
hit either the "Add to report" or the "See report" button to continue. 





[ Help. J 

THE FINANCE COMPANY 

NORFOLK FL 23513 

1 



THE FINANCE COMPANY 

NORFOLK FL 23513 

2 



THE FINANCE COMPANY 

NORFOLK FL 23513 

2 



THE FINANCE COMPANY 

MANASSAS FL 221 10 

1 



THE FINANCE COMPANY 

JACKSONVILLE FL 32211 

3 



THE FINANCE COMPANY 

NORFOLK FL 23513 

1 



THE FINANCE COMPANY 

MANASSAS FL 22110 

1 



THE FINANCE COMPANY 

JACKSONVILLE FL 32225 

1 




Add to faport » See report » 


« Previous results | 

Shewing results 2 1 - 28 of 28 


urts ]^]\Rcncr; '.c 
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Business Public Records - Primable Report 


I’lii 


P 


iJrilforrd Gonimerclai Codfl Report 




rtiHiaapan 





r i g i r. a 1 Filing U' u rr.bc- r : 
Criq-.r.nl Filing L-are: 

1' a 1 1 a r •=; r a 1 : 

it'btDr: 

Add i r. i ena i Debt: c r : 

decurad Party: 


5'JREAU OF ARCHIVES i RECORD MAIJAGEMEFT 
?Ar.T.AHASSF.F. FL .'-r- ROO-np.Ff; 

d300C0125H*“ 

FCRUITdF-E AMD FIXTURES 
MACHIMERi AMD EODIPtdENT 

E.LEVITT KENIJETH 
16229 SAM CARLOS BL'FD 
FT LVtE?'=.F'_ 

DLEWITT RICHARD 
16229 SAM CAF.LCS SLVD 


MUHEER 3 CORPORATIOK 
16229 SAM CARLOS ELVD 


a’ARNER RUSSELL C 

■'•71 K TOWF.R f. RIVER DP 


:M FVALUAICNC .ACTUAL OR COKTEMPLATED^ PUSIMESS TRAMSACTXOHS IMVOLVI tV.; THE 


Ivin's- ' u \v\'. cxpnriai^ coiu '’h?.hrcporf-t PRRcpon XcTitin no 
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Business Public Records - Priniahle Report 


Page I of 2 




Uniform Commercia! Codft Report 






BUREAU OF ARCHIVES i RECORD i-LANACEMEMT 


Original Filing tiuii.ber : 


10000004110!' 


■.'ol lateral : 


HEREAFTER ACvOIRE: FRCFERCY 
TMVENTORY 

'-.THER 


:S! ALHAMBRA CIRCLE. SUITE dOC 
:ORAL GABLES, FL 11114 

Aa.iit ional Debtor : t . FINAMCIAL, lUC. 

251' ALHAMBRA CIRCLE SUITE 600 



_S5 ALHAMBRA CIB, SUITE 100 
.'C'RAL TA.BLE'.FL rrl?4 


Additional Secured F'arty:BAlJKUWITED, FSB 

Z:-Z ALHAMBRA n'l?., SUITS 100 



hiins- wwcv espi'iiun cnm 'hChrcnons PRKeporrActjon iin 


20O> 
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Business Public Records - Printable Report 



T.aLLAHASSEE, FL 223^9-0250 
C:rigin5l Filing War.ber: '^^';C0C;224iCC 

"ciiarfral: FURNITURE AND FI.\TUP.ES 

HP.PRAFTFR A‘''0fTRKC purPRPT” 

MACHINERY AND EC'UIPHENT 


Dan-:,!-: F FINANCIAL INC 

221 ALHAr'tSRA Clr.riE tUlTE oOC 


Securej Farfcy: BAHKUMITED FSF 

.'55 AI.ViAMRRA CTR.''T,F RUTTF lOr 


:m evaxuatinc actual or contemflatei business transactions involving the 

BUSINESS ENTITY TO '.-JHICH SUCH INFORMATION RELATES. NEITHER EYPERIAN MOP, 


MERCHANTABILITY OP FI'TNESS FOR A PARTICULAR PURPOSE OE' SUCK INE'ORMATIGM, 

IN NO EVENT NILI, EXPERTAiJ RE T.TABLF. FOR T-NTIPRCT, TNOIDENTAL, CON.SEQUEMTTAI 


https: \s .experian.cuiii/b2hre|iorts/PRReponActa>n.do 


I/I2'2()05 
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Bu-siness Public Records - Printable Report 


'-.URF.-n OF AF-''}F7FF RFOOFF MZF:e.-,pf-.!p;r'' 



9tOOC'F2-il?ii 


r-llaceral 


Debtor: 


FURNITURE AND FIXTUREO 
KEREA.FTER. A.COUIRED PROFERTY 

MACHINEf-y AND EQUIPMENT 
OTHER 


P FINANCIAL INC 

255 ALHAMBRA CIRCLE SUITE 602 


BANKU'MITED FSE 

_55 .ALHAMBRA ^xpCLE SU7IE lYO 


IH E"/ALU.9TItJG ACTUAL OR CONTEMPLATED BUSIliE3.S TF-AN3ACTI0NS INVOLVING THE 
EUCinESC ENTITY TO WHICH SUCH INFGREOTION RELATES. NEITHER EXPERI.AN IXJR 

MEF.CHANT.^iBILITY OR FITNESS FOR A PARTICUL-AR PURPOSE OF SUCH INFOHMATIOK. 

IN no EVENT WILL EXFERIAN BE LIABLE FOR INDIRECT, INCIDENTAL, C0NS£0UEI:TI.A1 


hChrerort '''P]^R('rsT! \otion.-.5* ' 
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Business Public Recoixls - Sclcci sour Business 


Business Public PecGr*:lc 


Below are the businesses that match your search criteria in Experian's database. To ensure 
you receive the correct report on the business you’re interested in. you can request up to 
10 of the reports listed below Simply ch^k the txix next to the company's information and 
hit either the "Add to report" or the "See report" button to continue. 




r ' Help » 1 

PAR 3 LANDSCAPING & MAINTENANCE 

LAS VEGAS NV 89103 

2 


PAR 3 LANDSCAPING & MAINTENANCE 

LAS VEGAS NV 89103 

5 


PAR 3 LANDSCAPING & MAINTENANCE INC 

LAS VEGAS NV 89103 

2 


PAR 3 LANDSCAPING S MAINTENANCE INC 

LAS VEGAS NV 89103 

2 


PAR THREE INC, 

AMELIA NV 45102 

1 


PAR-3 LANDSCAPE & MAINTENANCE INC. 

LAS VEGAS NV 89103 

1 


POWER OF THREE INC 

LAS VEGAS NV 89109 

2 



Add to report » See report t 


Showing results 1- 7 cf 7 


b2!'rjpor!'<'PRRcpon 


1 
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BusinesN I’uhlit Rl'CorIs - Sclecl your BunIiios 

Business Public Records 


Below are the businesses that match your search aiteria in Experian's database. To ensure 
you receive the correct report on the business you're int^ested in, you can request up to 
10 of the reports listed below. Simply check tfie box next to Bie company's infoimation and 
hit either the "Add to report” or the "See report” txitton to continue. 



Showing results 1 - 5 of 5 


https:/Av\\-\v.expeiian.com/b2breportS’'PRReportAction.do 


id 2 '2005 
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Business Pubite Rece'rds - Printable Report 


Q 


U n if o f ^Y! C n ire n » re i 






‘■KLAHOK- UCC L£i7.-.IL PEPC'PT 




r-OBEFT S KERR .hVEHUE STE 10^' 


Oriqinal Filinq number: 2C''“4014<^5 j 


Derr. 


■r : 


rAR III IWC 
R/;'! E iU'^TK ? 


Secured Frjrtv: 


FPIRITBAUK 
BOi H MAIM 


IK EVALUATING ACTUAL OR CONTEMPLATED EUSIKESS TRANSACTIONS INVOLVING THE 
BUSINESS ENTITY TO WHICH SUCH INFORMATION RELATES. NEITHER ENFEFI.AN NOF 

MERCHANTAEILIT/ OR FITNESS FOR A PARTICULAR PURPOSE OF SUCH INFORMATI.ON . 

IN NO EVENT WILL EXPERIAN BE LIABLE FOR INDI.RECT, INCIDENTAL, CONSEQUENTIAL 

••'C r ~ ~ t£C t.rCT'T •"“vi.-; Tf'/'- ■? ^ 


https://www.experiatixom.b2bieportsPRReportAction.do 


1 / 12/200 
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lousiness Public Records - I’rimable Report 


Ui!ifor!\i Commercs.’l Cocir' Report 



D;oTA THPOE3H 

CKDAHOilA UCC TETAIL F.EFCFT 

r.i ... 

320 ROBERT S KERR AVEUliE STE IOC 

Original Fiiir..7 llurriber: 
Ori;iinril Filii'.sg Dare: 

20C2001P6463? 

,.c. lateral: 

HEPEAFTEF ACQUIRED FROFEPTY 

ZNVEl-iTCFY 

OTHER 


6221 S IG'^TH E.AET AVE 
•"Cl 

Additioriai Debtor: 

FAP III IKC 

6221 £ IC'CTH EAST 

Secured Party: 

GOLD BANK 

BOX R2EP 

tTT-Tt.;.-; oiir.v.oir 

Dcoument nuraber: 

Piling Cate: 

2002010121-11 

0B/C~/2C'02 



https: •/wwwexperirui.com/bdbreporls/PRReponAction. do 


], 12/200 



176 


Husnicss i^iblic Records - i^rinlablc Rcpon 







C:-i later fil : FURNIT'JRE .hMD FIXT'JREc 

HEFEAFTF.R ACOHTPF.r. nOPR^TV 


OTHE?. 


6221 S lO^TH EAST AVE 

Secured Party: FAMK OF OKLAHCHA NA 

PO BOX 26sRn-i 


111 EVALUATING ACTUAL OR CONTEMPLATED EUSINESS TRAIiSACTIONG INVOLVING THE 
EUriMESS ENTITY TO WHICH SUCH INFORMATION RELATES. NEITHER EXPERIAN NOP. 
EX:E?IA.’'P S'lUl'CE." 'VAFrANT THE .“'‘'■vRA’'Y. CI'MrlETPNF'.'. f'''-PPEr'T!'E:: .-0 
MEKCHANTABiLlTi' OR FITNESS FOR A. P.ARTICULAR PURPOSE Oi SUCH 1NF0F'.M.ATI0N. 

IN NC EVENT WILL EXFERI.AN BE LIABLE FOR INDIRECT, INCIDENT.AL, CONSEQUENTIAL 
IP' IPE.'IAl C. ‘.K.AI-E " FECLTir? FrOM THE V'^E OF ETCH INrOPM'.TII'!’ . 


:nrb2hronons PRRcpe,rl Xeiion.dv 


1 1 2 2U- 
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Business Public Records - Priiitahle Report 


Unifonri '.7 ornrrK'rcu'ii Code Report 




PlMII flfpCICt 


'20 F.OBEFT $ KERR AVENUE EXE 3 0^7 
’ i f'K "''.107’ 


r'ilino Number; 20C’2C-Oc44 002? 

C-riginal Filing Date: 07/01/200.' 


7: 11a 


■ral ; 


FURNITURE AND FIXTURES 
HERE-nFTER ACOUIRED PPCPEP.TV 


nACHIMERY AND EQUIPl^EEIT 
OTHER 


FAR. Ill INC 
•'223- S lOOTH E A-'E 


Secured Party 


A.R7EST SJiNK 
PO BOX 3007 


IN EV.ALUATING ACTUAL OR CONTEMPLATED BUSINESS TRANSACTIONS INVOLVING THE 
BUSINESS ENTITY TO WHICH SUCH INFORMATION REL.ATES. NEITHER EXPERIAN NOR 


MERCHANTABILITY OR FITNESS FOP A PARTICULAR PURPOSE OF SUCH INFOFPUITION . 

:M mo event will EXPEFIAN EE liable for indirect, I.NCIDENTAL, CONSEOUENTIAl, 


’^2005 


https:.'/\vw\v.experiaii,coni/b2breports/PRReportAction.do 
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Business Piibhc Records - Prinlahjc Report 




lit EVALUATIl'lG ACTl’AL OF. CCI3TEHFL.A7ED BOEIWESS TFAWSACTiONS IMVOLVING THE 
BUSIHSSS EUTITY TC WHICH SUCK INFORMATION RELATES. NEITHER EXPERIAN NOR 

NERCHANT.ABILITV CF FITNESS FOR A PARTICULAR PURPOSE OF SUCH INFORMATION. 

IN NC EVENT WILL EXPERIAK 5E LI.ABLE FOR INDIRECT, INCIDENTAL, CONSEOUENTI.AL 



https;/Avv,^v.experian.ctnii/b2breports/PKReportAction.do 


1/12/2005 
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Ikisiness Public Records - Priiiiahic Repiirl 









Orirjin-'il Filina ’)u!T>her: 


lollater-il: 


HEREAFTER AEQUIEEl- PFCPERTY 
MA'^HTUFRY AKR F.r'irrMFNT 


3ecur€-d Piirtv 


FIRST Ai-'ERICAM BANK NA 
?0 BCE SI ' 


THE ■' j.j 1 /•\fi T RErt'.'R'’' *^£L‘ IN '""OKFl ‘i'Et’CE 3^)1 ELY i'.'!. i'.:')',’' !'S 

ItJ EVALUATING ACTUAL OR CONTEMPLATED BUSINESS TRANSACTIONS IIA'CLVING THE 
BUSINESS ENTITY TO WHICH SUCH INFORMATICN RELATES. NEITHER EXPERIAN HOP 
EXrERIAN'F R-CRT'ES '••A.RRANT THE AC''''pA--Y. C.-G-rLETENES-v. • ;''P? ENTNESS . 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OF SUCH INFORMATION. 

IN NO. EVENT WILL EXEEP.IAK 5E LI.AELE FOR INDIRECT, INCIDENTAL, CONGEQUEMTIAL 


WWW evT'cririo i'."i’0'b'*hrer'orl'-nPRReni'>r! Ac?uin.d‘0 
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Business Pubiie Records - Priniable Report 




5 


Uniterm Commerciat Code Report 








Z20 RCEEP-T S KERP AVENUE STE LOr. 

n‘i’y,CK "'.in;' 


Or,ig.irici], Filiiig Mun.ber; 


Ni9y3C'C’OOC3AS6 


rSsbror ; 


l-iS FINANCIAL INC 

“In R TRAP ORCHAPD * /.O: 


Serured Party: 


NATIONAL v^ESTHINSTEF BANK USA. 
l‘^r> WATER STREET 


IN EVALU.ATING ACTUAL OR CONTEMPLATED BUSINESS TRANSACTIONS INVOLVING THE 
BUSINESS ENTITY TO WHICH SUCK INFORMATION RELATES. NEITHER EXF^ERTAN NOP 

MERCHANTABILITY OR FITNESS FOR A PARTICULAR P”RPO.SE OF SUCH INFORMATION. 

IN NO EVENT WILL EXPERIAN EE LIABLE FOR INDIRECT, INCIDENTAL, CONSEQUENTIAL 



https;, ''/wv,'\>.'.experian.com(b2breporls.'PRReportAction.do 


)/1 2/2005 
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Business Piibtic Records - Selecl your Business 


Business Public Rerorrlr 




Beiow are the businesses that match your search criteria in Experian's database. To ensure 
you receive the correct report on the business you're interested in, you can request up to 
10 of the reports listed below. Simply ciiec* the box next to the company's mfoimation and 
hit either the "Add to report" or the "See report" button to continue. 





CEO FINANCIAL INC 

SIKESTON UT 63801 

2 


CEO FINANCIAL INC. 

SIKESTON UT 63801 

1 


CEO Financial. Inc 

Sikeston UT 63801 

1 


THREE STONE INC 

SPRINGFIELD UT 65803 

1 


THREE STONE. INC 

SPRINGFIELD UT 65803 

1 


Three Stone, Inc 

Springfield UT 65803 

THREE STONE, INC, 

SPRINGFIELD UT 65803 

1 

4 



Add to report » See report » 


Snowing results 1- 7 cf 


hlTp.s: 


u . jvperiun.Cv-ni h2hroports'PRRcpon.\ciion.do 


I ’12 20(H 
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Business Public Records ~ Sclcci >our Business 


Business Public Records 


Below are the businesses that match your search catena in Experian's database. To ensure 
you receive the correct report on the business you're interested in. you can request up to 
10 of the reports listed below Sirr.piy check the box next to the company's inf.‘'rrr.3tion and 
hit either the "Add to report" or the "See report" button to continue 




E ' Help* J 

BUTNER, MICHAEL L 

ELKO NV 89801 

1 


DOVER MICHAEL L 

LIVERMORE NV 94550 

1 


DOVER. MICHAEL L 

LIVERMORE NV 94550 

2 


FOSTER, MITCHELL L 

MEDINA NV 44256 

1 


GOUKER. MIKE L 

LAS VEGAS NV 89102 

2 


Michael lewis 

Las Vegas NV 89129 

MICHAEL LEWIS 

FALLON NV 89406 

1 

1 


MICHAEL LEWIS 

FALLON NV 89406 

1 


MICHAEL LEWIS 

FALLON NV 89406 

1 


MICHAEL LUH 

LAS VEGAS NV 89103 

1 


MONTEZ MICHAEL L 

LAS VEGAS NV 89102 

PETRE, MICHAEL L 

BROWNSBURG NV 46112 

TERRY MICHAEL L 

HOLDEN NV 64040 

1 

1 

1 


TERRY, MICHAEL L 

HOLDEN NV 64040 

1 



BSBI-or- 


Seefeport > 


Shc'A'T'ic results - '*4 cf 14 


hups:/A\mv.experiaii.com/b2hreports/PRRepoit,Action.do 


/12/2(K)5 
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Business Rccurds - Printable Report 




iJniforrs' Crrr.mef'iai Cod»- Rfipor* 



Vted Jin li. 16:2’":o 4 C2.T 2n0-, 


Filing Loca 


i oil : 


SECRETAF: OF STATE OF CAI^irOFNlA 
1500 ilTH STF.EET 


OrigiJia.l Filing Kurute-': 

DeDter: 

Additional Debtor : 

3S1^ ; 


Fn.RNITnRE AtC FIFTVRES 
MACHlitEFY ANT EC'iTFMENT 

ABRAMS HAL 

5DC WASHINGTON ST, STH FL 
f.30-34--l->02 

iOC WASHINGTON ST, bTH FL 
SAM FRANCISCO, CA 94111 

ROTTER MICHAEL 

iOO WASHINGTON ST, 6TH FL 

54S-04-6-:=n? 

SOD WASHINGTON ST, CTH FL 



HOME SAVINGS OF AMERICA, FSE. 


OHANGt 



hftf.K; WWW cxnerinn coin 'h2breporrS’’PRReport Action. Jii 


M2 '200 
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Business f’ublic Records - Printable Repnn 



https: WWW .experian.com b2breports/PRReportA.ction.do 


1 ,- 12/2005 
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Business Public Records - PrinlaWe Report 


B 


Uni-'Df*r« Coninierciii' C-ode Rspoft 


f-cr DETA.n FFfOhT 




Filing Lorati^n: S5CFETARV OF STATE OF CALIF0FI1IA 

I’t^F STREET 


Oiigiri'il Filing l:’S>21241-4l 


rillarera:.: PURNITUr.E AKD FIXTURES 

MACHIHEF.V AKD EC‘UI£■^J£^!T 

PEAL ESTATE 


Addi t ional Debtor 

SSN: 

A -j d i t i ; ■ a 1 i a i: t •: r 


1122 NOMCHALAWT DP. 
SIMI VALLEY, CA 

PORGA MAUREEU 
1129 NCNCHALA14T DP 
gTMT ■■i.LlEV, CA 
56e-62-922e 

POirEr. i2IOHAEL 
1125 NONCHAL.ANT DP 
SIMI VALLEY, CA 




SIMI VA.LLE'i EK 
F 0 BOX 68'’ 





FITNF.S.S FAR A lAPTI 







‘^FRTIFICAriCM rV.Y OUI.V 


112 2"<'5 
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AnnFNDUM Tfn 

Lc ttlr From Gary Capouci i 




ffs i- ntii 


r^^Av-r-'" rhr nAV" A 

’ - r. n-'Fi 'HCfi::. Mavbe i cjin -aet in his head v.biic wc ate an ihe eolt r outk, I dond 
know if he Triendoiicxl il. but we nave been IriCiidc- acquaiiikincss *01' se'.'ei ai v-v. A-i.^ 
wire Ku^i’Csieij 1 i^ei a ’’’ciii/ \^t 


As 1 maY- have meniione^, I am ver> "comioixable’' with our investment in Ta; 


YOU. wife ral (now ictifcd teacher) thougiil '“it Avas 
tailing dbi-ilii 6 tiKurc:* \>J OUT fSUiwiSviU JtJiU 


Gikv 

ue ' wneii i 
tF-i> ’;?5^ ^ 

^ 1 '- li^r. Y’eTY' ccmpAn?.blc - have 1 W.- conies of The cashier’s 

checks from Bof A to Hquity I 'pjst (tnv custodia'i account private piacemeni manager for 
my !KA) ai ihe ead oi eiich irjonrh v-.a FedEx CA'emite. The oiily goof up v>us ui tise rud 
el i-OMriatcr cc'hczi iioi A jzui me wrong niimATS cii tlic cF-^^-ckf-- I carnrhi the 

error, callod ET C and Par and the e.mor was corrected. ! have been “under whelmed'” 
with ETC's pcrfornaiice, but so far They arc the only bank I haw i'ouwi iliat wili do 
'‘private placemenl." li vryu wujii to siiieto vuufsci: in>fii .si>nie of Lucie Sam s Miiccs. yo'u 
?a:;> w.-sa; !c. consider nsi’-g FTC for a “self- dl-ected IRA." Their website is 
wy* 'A, .epuiTV6Tc.cofa “if you're interested. 


1 vtj tinciviscd ii i-'kspv i>l Uitf Isitisi iiciWSiCttCi, siOEig with Sodlfi OTiSCi iLkSiwikta rnuv 
To ID?. it*s inr^f^stins 3 '*'f Check Casbbv>fPiiyday |./>an 

store's customers are "'across the street" from tiie bank they have thsir checiung accoum 
with. But it makes sense to me, since banks are putting 3-7 day holds or. ucposiied 
checks before 'they will A)h-A ac.■es^ io fauA, ihsre ire s iot of pccvlr 

these diivs ovho citmtot wah tiiat lonp in remain solvent. 


i he other o'pje-cuon I'm gsning is "it's too gouts to be fuc." Ves idbo js GREAT 
aterest. Bsit, if voa cotisidtr that Fa- ? i? takina niv 34% mosey .and inanmy i' nut at 
60%. they (Par 3) is highly unlikely to consider '‘killing the goose who laid the goMea 
egg" and leijve fttr Rio in the morning. Ti'icv "would hteraily “kilF a teghly prolitabiv 

UidustT'v. 


In KOoil eottscience 1 have ccmsuiereii llwt 1 <«n gettin.e a very nice return “on the backs of 
the poor so to speak, but over the years. 1 Itsvc Icameti to manage my money and ereeht. 

Pai am) I iSre Iwffei' off t.han when we were both workiw full time. .As a result 1 am ven 
happily retired - thank you very much. 
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Ninv'-iTji'niii Nou:n Are a ^'ea^*^<ouniJ iToblcsr, 


ADDHNDI iM ELFVFTs 


NE WSriilcas) Notes 

News Release 

Office ofthe Comptroller • Depailmeni of Banking and Kinaiice • State of Florida 
Tallahassee. FI., ,12399-0.1.^0 • (904)488-0286 • Fax (904) 921-7243 


Offices: Miami (305) 810-1111 Ft. I.auderdale (954) 712-4800 
.lacksonc ille (904) 390-4660 West Palm Beach (56 1 j 837-5054 
Pensacola (850) 494-7380 Tampa (813) 272-2565 
Orlando (407) 245-0760 lallahassee (850) 410-9286 
Fort Myers (941 ) 338-2445 

For Immediate Release 
February' 7, 2001 

: Jim Richardson. Public Affairs 
(850)410-9286 

Nine-month Notes Are a Year-Round Problem 

Tallahassee — The Florida Department of Banking and Finance (DBF) protects consumers by regulating 
a wide variety of financial industries in the slate, including investment services and opportunities. Many 
times, investors are attracted by promises of high returns, only to find that they have purchased products 
that have been sold illegally, resulting in tremendous financial loss. 

Financial fraud costs consumers an estimated S660 billion annually. In an effort to combat economic 
crime, Florida's Governor and Cabinet have proclaimed Feb. 5-11 as Fight Fraud in Florida. As pan of 
this initiative, the Department of Banking and F inance (DBF) is alerting citizens about some of the latest 
scams being perpetrated in our slate. Comptroller Bob Milligan, who directs DBF, wants all citizens to 
be aware of this crime and armed with knowledge to avoid being a victim of financial fraud. 

One investment product, the so-called "$25,000, nine-month promissory note," is often marketed as a 
foolproof way to get up to 36 percent return in a short period of time. Nine-month promissory notes are 
a type of negotiable paper that is used to facilitate large commercial business transactions between 
financial institutions. They are not commonly purchased by the general public. 

In the case of nine-month notes being sold as investments, sellers and consumers should know that the 
sale of such notes is likely to require licensing in accordance with Florida securities law - with all the 
attendant disclosures that accompany any securities transaction. Too often, brokers and, more recently, 

■ ' agents, are selling nine-month notes as investments, when neither the instrument nor the seller 
are registered or licensed. In fact, many are under the misconception that these notes do not need to be 
licensed. 


Additionally, nine-month notes ha\'o been used in Ponzi schemes, where early investors are paid off 
with notes with money from later buyers. 

Consumers should be aware that any insc.stment involves risk; there are no sure things, and if an 
opportunity sounds too good to be true, it probably is. Before investing, ask plenty of questions, get all 
proposals in wTiling. read the fine print and verity- everything. Florida residents should call the 


htip: 'www.dbfstatefl.us.aicrtsOl alrt030i.html 


I '20.' 2005 
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Nuic-monih Nulcs Area Vear-Round I'robltn; 


Complroller's Consumer Hoilinc loll-iree at 1-800-848-3792 to lind out whether companies and their 
products arc properh' licensed and registered, and whether any complaints har e been filed. In addition to 
the hotline. DBF and the Atlorner (lenerai’s Office have also created a new to help educate the 

public about financial fraud. The IJRI, is' 



http: ’.Avww.dbf state, tl us.'alerlsO t 'alrtOoO I ,htm! 


D20.'2005 
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Bank One \’s. Abroiiis 
AL and CO - 2001 

Budd vs. Deposit Guaranlv Bank 
MS - 2001 

Situs Capital v.s. Credit Suisse First Boston 
TX-2001 

Sparks vs. Tharaldson 
TX - 2001 

US Bancoip vs. ACG Westpark Pla/a 
MT-2001 

SCD Ewa Development vs. Unity House 
Hawaii -2001 


Hudspeth vs. Bank of America 
Texas - 2001 

Smith vs. MS Insurance Co. 
Mississippi - 2001 


§ § § § § 
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Curriculum Vitae 


Don Coker 

Banking, Management, Economic & Valuation 

Consultant 


1600 Sugar Creek Drive, East 
Mobile, AL 36695-2728 


Telephone: 
(251) 633-0180 


Telecopiers: 
(806) 734-6585 
(973) 201-2534 


Cellular: 

(251)716-3200 


E-Mail: 

Bankexpert@cs.com 
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Representative Client List 


Banking: 

Thi-: World Bank 
Bank of America 
Bank of America - Canada 
NafionsBank 
Bank One 

Wachovia/First Union Bank 
Firstar/U.S. Bancorp 
SouthTrust Bank 
Wells Fargo Mortgage Corp. 

National City (Bank) Corporation 
Credit Suisse First Boston Mortgage 
Cai’ital. LLC 

Banco Industrial de Venezuela 

Bank of Oklahoma 

Southern Security Bank 

First National B ank of Palm Beach 

First B.ank, Tallahassee, FL 

SuNBELi^ Savings (now Bank of America) 

SUNBEI.T FEDER.AL B.ANK 

Bancomer, S.A. (Mexico) 

Bluebonnet Savings 
Standard Pacific Saving.s Bank 
First National Bank of Brewton 
Southeast Bank of Miami, FL 
Barnett Banks. Inc. 

Bank of the Southwest 
Priority Bancorp 
PanAmerican Bank 
KeyCorp 
Iowa Trust 

B.ANCO Bilbao Vizcaya Argentaria 
(Bilbao and Madrid, Spain) 
Tanzania Institute of Bankers 
Bank of Tanzania (central bank) 
Goldome Realty Credit Corp, 

Western Gulf Savings & Loan 
(NOW Wells Fargo) 

American Santngs & Loan 
EDS ^ BEl Golembe (Banking) 

Consul lAN'is 


Governmental: 

FDIC 

Re.soi,uiion Trlst Corp. 

FEDER.A 1 . Savings & Loan Insur. Corp. 
Federai. Home Loan Mok i gage Corp. 
Farm Credit Bank 
U.S. Department 01= Educ.ation. 

Inspector General's Office 
Internal Revenue Service. 

U.S. Treasury Department 
State of Texas, Savings & Loan 
Department (Regula tors) 

13 Municipalities in CA and CO 
Cut of New Orleans, Louisiana 
Federal Reserve Bank oe Atlanta 
Tanzania Revenue Authority 

U.S. AGENCY FOR INTERN.ATIONAL 

Development i Washington. D.C.. 
AND Kiev. Ukraine) 

U.S. Air Force 

Judge Advocate General’s Corps 
-Office OF Special 
Investigations 

Insurance: 

AIG 

CNA 

S r. Paul Insurance Company 
Liberty Mutual Insurance Co. 

Acadia Insurance Co. 

Erie Insurance Group 
Travelers Insurance Comp.any 
Military Premium Managers 

RELIA.NCE INSUR.ANCE 

International Transport 

Intermedi.aries Club. Ltd..UK 
North River Insurance Co, 

.Americ.an Casualty Insurance Co. 
National Union Fire Insur.ancf, Co. 
Continental Casualty Insl^rancf: Co. 
Lloyds of London. UK 
Crum & Forstlr Managers 
Xkro.k Financial Servicks 
Thomas Miller & Co.mpany, UK 
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Corporate, cominiled...: 

Ford Motor Credit Corp. 

C'lsco Sysitms 
IBM - Lotos Dfivpjttpmtm 
Kawasaki 
Walmart Stores 
McGladret’ & Pullen, LLP (CPAs) 
International .Accounting Standards 
Committee Foundation (London) 
NAPA Auto Parts 
Darryl’s Restaurants 
Sears 

Heritage Motels. Inc. 

B. arron's Educational Software 

C. ALCO Aerospace 
Ruby Tuesday 
Remington Investments 
Ai.pha Software 

Phivos Karnaos (London & Moscow) 
Network Software Associates 
Computer associates 
George B. Kaiser, Forbes 400 List 
Simon & Schuster Pubijshi.ng 
CreditCare Credit Counseling 
Jancik Concrete Specialties 
Keytronics 
Concord Boat Corp. 

Ukrainian Accounting Reform Project 
(Kiev, Ukraine) 

NBl Software 
Houlihan's Restaurants 
American Consolidated Credit 
Zapadnoe Koltze (Moscow. Russia) 
Benchm.arking Partners 
G.ary Tharaldson, Forbes 400 List 
Boston Credit Corp. 

Morrison’s Cafeterias 
Broderbund Softw.are 
Prentice Hall Publishing 

SURGENCY 

.AVTOV.AZ (RU.SSl \'S I.AKGF.STCAR CO, - 
LADA AUTOMOBH FS) 

,Al: poVAZBank (Tagliatti. Rus.sia) 
Timeworks Soitwari: 

WordStar 

Button’VV.arf, Software (PC Caec+) 


Christian Bay Shipping Co.mpany 
Ceief",s Notes Publishing 
D.ataEasi: International 
•AddSpor Software 
Kilimanjaro International 

CHEMONTCS I NTERN ATION A1 , 

Institute for Si ock Market & 

Manage.ment (Moscow, Russia) 
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Past Professional Memberships 

American B anki;r.s Associa'i ion 

AMERiC:AN iNSmCTE 01= BANKIN'G. CHAPTER Ol MCER AND BANK CONSCl, 

U,S. Leagce OF Savings Insiticitons 

iNSTFI irrE OF FINANCIAI. EDUCATION, INSTRUCTOR 

Mortgage Bankers Association 
Texas Mortgage Banker.s Asscxtiation 
American Council of State Savings Supervisors 

American Bankruptcy Institute - Co.viMirrEUs: Public Companies. Real Estate, 
International. U.C.C., Co.mmercial Fraud Taskforce, Healthcare. 

Board of Rf.altors 

N.-V1 lONAL ASSOC'IATION OF HOMEBUILDERS 

International Council of Shopping Centers 

Hou.ston (TX) Chamber of Commerce, Econo.mic Development Committee. 9 year.s 


Books, Publications & News Media 

Complete Guide to Inco.me Properts' Financing & Loan p.acicaging. Prentice Hall. 1984, 

Self- M.anage.ment: a Guide to Career Adx ancement and Development, a'ritten under 
CONTRACT FOR PRENTICE HaLL, 1985, 

Complete Real Estate Computer Workbook, Technical Editor. Prentice Hall. 1 986. 
The Completf. Loan Officers Handbook, presently writing. 

“Money Laundering: ADirty Business," White-Collar Crime Reporter. Oct. 1991. 
Treasury Magazine published by The Economist. Interviewed and quoted in an 
article written by a U.S. News and World Report Editor. 

“How You Can Help Your Client Get a Loan to Finance Real E.state Projects," 
Practicing Attorney’s Newsletter. April 1984. 

“OE'n-iNG A Grip on Core Deposit Inta.ngibles." American Banker newspaper. 1996. 

"T he Dollars .and Sense oe Business Valuation.” published on the website of the 
American Bank .A,ttor,neys Association. April 1996, 

“Putting a Cash Value on a Business.” inter vthw'ed by Lawyers weekly. May 6, 1996, 
“Business Valuation Techniques.” Business Loc.ator. May 1996. 

“Valuing Businesses." T.AB Letter. Technical .Assistance Bureau, June 1996. 

“Using Business V.ai.ue to achieve ad Vai.orem Tax Reductions on Commerclal Real 
Estate Properties.” Journal of Property Man.agement, June 1 997. 

What’s Working in Credit & Collection, quoted re: bank drafts, March 1997. 
“Making Sense of Intf.rnet St(x,-k V alues." TAB Letiter. July 1999, 

Africa Today, extensive video cover age by Reuters News .Agency of Tanzania Revenui; 

AU rHORI lA' TRAINING PROGRAM, ARUSHA. TANZANIA. MARCH 1 1 . 2001 AND O THER DA TES. 

In rERviHv\ ED by ITV Television Ne iyvork on the subjects of banking, tax,\tion. 

ECONOMIC GROWTH AND DEVELOPMEN'I . AND C,APTrAl.l,SM IN TANZANIA. IN ARUSHA. TANZANIA. 

M arch 16. 2001. Aired rationwide on M.arch 17, 2001. .a.nd subsequent dates. 
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TheAtlwta Joi 'KSM-CoxsrmmoA, inti-.rvihwud for an artic:le on bakkinc; riahji.a roRV 

POl.ini-S AND FROCEDURUS. AND BANKING PRACTICES. ACGl’ST 21. 2001 . 

The Atlanta Jotrnm -CoNsrrrinTOA. interviewed for an art icli; on banking practices 

.AND PROCEDURES TO HELP DETER T ERRORISM, SEPTEMBER 19. 200 1 . 

Collections & Credit Risk, interste.wed rhgardi.nc, banking fractices, Shpt'. 20. 2001 . 
The Atlanta JoiRWAL^CONSTiTirnoN. interviewed tor an article on banking pprac pices 

AND PROCEDURES INVOLVING FUNDS TR.VNSFERS AND MONEY LALiNDI-.RIN'G BA’ TERRORIST GROUPS. 
SEPTEMBER 21, 2001. 

The Baltimore Si/n. int erviewed for an article regarding considera tions for the 
FUTURE OF Allied Irish B.anks, PLC'.s. .American subsidiary Allfirst Bank. May 30. 2002. 
The Atlanta JouKRAL-CoNsriTurioN. interviewed for an .article on the effects of‘ the 
Sept. 1 1 , 200 1 . terrorlst events on banking practices and procedures, August 29. 2002 . 
Credit AND Collections World mag.’YZIne and website, interviewed regarding bank 
account opening PR.ACTICES AND IDENTITY THEFT, SEPTEMBER 20. 2002. 

Outside the Lines television show and ESPN.com website, interviewed regarding 

IDENTITY THEFT MATTERS. NOVEMBER 1 - 3, 2002. 

Lending Intelligence magazine and website, interviewed reg.arding lending practices 
AND interest RATES, NOVEMBER 25, 2002. 

NBC Evening News, interviewed regarding ide.ntity theft. November 25, 2002. 

Lending Intelucence m.agazine and website, interview'ed regarding credit scoring and 

LOAN .APPROVAL POLICIES AND PROCEDURES, DECEMBER 10. 2002, 

Charlotte Ousekver newspaper, interviewed reg.arding bank branching and operation.s 
POLICIES, January 2 1 , 2003. 

Street & Smith' sSrortsBusinessJournal. interviewed regarding business ethics and 

CORPORATE GOVERNANCE ISSUES INVOLVING THE U.S. OLYMPIC COMMITTEE'S CHIEF EXECUTIVE 

Officer. February 25. 2003. 


Family Finances column that .m'pears in The Boston Herald, the Pittshurch Post 
Gazette, the Palm Beach (FL) D.aily News, and some Scripps How ard newspapers. 

INTERVIEWED REGARDING CREDIT CARD DEBT MATTERS. SEPTEMBER 23. 2003 . 

The Denver Post, interview'ed regarding banking economics and bank branching 
January 2 1 . 2004. article appeared February 8, 2004. 

Mortgage Lending Comruance Alert, interviewed regarding housing market outlook. 

ECONOMIC AND INTEREST RATE OUTLOOK. AND LENDER PROFITABILITY STRATEGIES. FEB. 2004. 

CFA (Chartered Financial Analyst) M.ac.a/jne. published by the Associ.ation for 
Investment Research, now known as the CFA Institute, a professional orga.nization 
for stock analysts. INTERVIEW'ED REGARDING BUSINESS ETHICS AND CORPOR.ATE 
GOVERNANCE ISSUES. MAY 2004. 

Continental magazine, interviewed reg.arding banking and its eefect on economic 
resurgence, especially as i f relates to Ireland. July 6, 2004. 

European Busimlss Schooi . iNiER.NA'noN.AL University: Schlob Reichartshausen, 
Germany. Interviewed regarding intellectu.al property and business valuation 
techniques. July 24, 2004, 

San Francisco i CA ) Daily ./oi knal. a legal newspaper, quoted regarding the ali ,hgkd 

BANK I HAUD AND CREDIT CARD ERAUD F'.ACTORS REL.ATED TO .ALLEGED GUANTANAMO BAY, 

Cuba. U..S. Am Force tran.si..aior spy Ahm.ad Ae Halabi. July 28. 2004. 
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MoKTGACk Leading CompiiwceAlekt. providkd diri;ction to a bank on the proper w w 

TO HANDU; AN ATTEMPTED FRAODUEliN'r INTERNATIONAL WIRE TRANSFER, SEPTEMBER 30. 2004, 

Smae.i. B( aivess Times, prostded informa tion concerning business valu,\tion issues. 
SE:PrF,MBER 30. 2004. 

MORrOAGliLENDING C(AW’/.M VC£.4/.i'A'r, INTERVIEWED REGARDING 'niE BANK SECRECY .ACl AND 

Suspicious Activity Reports iS.aRs). October 12. 2004. 

Mortgage Lendiati Compi.iaace Aleri . provided input for an article: concerning 

COMPLIANCE WITH THE RULES AND RHGUl ATIONS OF LENDING. NOVF.MBER 4. 2004. 

Patent 


On July 8. 2002. the United St,atf,.s P.atent & Trademark Oefice registered a 
Provisional Patent to Don Coker for a business process for improving the prevention 

AND DETECTION OF FINANCIAL FRAUD INVOLVING PERSONAL AND BUSINESS CHECKS. CASHIER'S 
CHECKS. POSTAL AND COMMERCIAL MONEY ORDERS. LETIERS OF CREDIT. BILLS OF EXCHANGE. 
DRAFTS. AND MANY OTHER TYPES OF HNANCIAI. INSTRUMENTS. ON JULY 1, 2003. THE FORMAL 
Patent Application was filed. This Patent is being .actively marketed at this time. 

Civic Activities 

Katy School District (Houston suburb). Trustee, elective position, 

U.S. Army Reserve, 1966-1968, OmcER Training, Ft. Br.agg. NC; Honorable Discharge. 
Nottingham Country Civic Cli:b. officer, l ..SOO family neighborhood association. 
Sunday Schoolteacher, usher, host. 

Education 

College; 

University of Alabama. B.achelor of arts Degree. 1968. 


Awards and Activities; Gold Merit Key award for Outstanding Service to the 
University, Outstanding Army ROTC Pl.atoon Leader Award, numerous publications 

ACTIVITIES. AP.ARTMENT MAN.AGER. 

University of Alabama, 1968; University of Houston. 1973, post-graduate work in 

RNANCE, ECONOMICS, V.ALU ATION, REAL ESTATE, ACCOUNTING. AND LAW. 

Spring Hill College, masters degree-level liberal arts and ethics coursework. 
Southern Methodist University, commercial real estate finance and securities. 
Second.ary: 

University Military' School. Mobile. .AL. 12 yf..au prepd.ay .school. Graduated 1963. 
Aw.ards and Activities: Ouisianding Stude.\t in English, military awards, schooi, 

PUBLIC.ATIONS. 


Other Professional Education: 



196 


American Bankij-is Association - American Institi'TE of Banking: iTNANCiAi, srAir.Mi-iM 

AN.AIA'SiS. CORPORATF, FINANCE. BANK INVIATMEKTS. I'RiNCIPLES OF BANK OPERATIONS, BANK 
MANAGEMENT. rRUSTS. 

Nationai , iNSTn im-; of Real E.st.ate Boards, commifrctai, rf.ai. lA i A rF. finance. 

iN i HRNA 1 lONAl. COUNCIL 01' SHOPPING CENTERS, SHOPPING CENTER FINANCE. 

National Hosm al .Ass'n., 1 -week workshop, healthcare entity finance & vai.c ation. 
Mor tgage Bankers ,a.s.soc!ation. two workshops: multi-ea.mii.y and SFR lending. 
Federal Home Loan Bank of Dallas, tr.aining workshops on financial instifution 

MANAGEMENT. LENDING, INVESTMENTS. OPERATIONS, ET, AL, 

Texas Savings & Loan Department, tr.aintng workshops on financial institution 

MANAGEMENT, LENDING, INVESTMENTS, OPFJ<ATIONS, ET. AL. 

Federal Home Loan Mortgage Corp., realest.att. financing workshop. 

Frost Bank, advanced credit analtssis and business finance. 

First National Bank of Mobile, AL {now A.mSouth Bancorporation), financial 
statement analysis, business fin.ance, bank investments, credit card operations, 

DEPOSIT operations, BANK MANAGEMENT. TRUSTS. 

Gibralt.ar Savings .Association (now Bank oi- America), com.mercial real estate 
EINAN'CE, valuation, .IOINT-VENTURES. 

Citicorp, business, corporate and real estate finance, valuation, deposit products, 
investments. 

Southwest B ancshares (now Bank One) business finance and real estate investments. 
Commercial Credit Corp. (now Citigroup), one-week Corporate Marketing 
CON raRENCE covering in-depth training in all financial products, plus 28 CDC 
Learning Center courses (equiv.alent to 45 semester hours) in business and economic 

SUBJECTS. 


Professional Background Summary 

20+ yE.ARS EXPERIENCE IN MAN.AGEMENT AT BANKS. SAVINGS & LOANS, CREDIT COMPANIES. 
MORTGAGE BANKING COMPANIES, AND A GOVERNMENTAL FINANCIAL INSTITUTION REGULATOR\' 
AGENCY. POSITIONS HELD INCLUDE BOARD OF DIRECTORS MEMBER, EXECUTIVE VICE PRESIDENT, 

Senior Vice President. Manager of Lending, Manager of Mortgage B.anking. 
Regulatory Supervisory Agent (tantamount to CEO). Committee memberships 
INCLUDED Loan Committee. Executive Committee, Audit Committee, and Pension Plan 
Trustee, Served as a corporate officer of various financlal institution subsidiaries. 
M AN,AGEMENT responsibilities INCLUDED AS MANY AS 300 PEOPLE IN 22 LOCATIONS 
N.ATIONWIDE IN TEN STATES AND S 1 BILLION IN GROSS ASSETS. DIRECTLY RESPONSIBLE FOR 
ORIGIN.ATING OVER 36.000 LOANS OF ALL TYPES TOTALING OVER S5 BILLION, REVIEWTNG 
OVER25.000 REAL ESTATE APPRAISALS, AND REVIEWING WELL OVER 100.000 FINANCIAL 
S I ATE.MENTS AND CREDIT REPORTS. 



197 


Other Professional Activities 


C’()NSL:L l ANT ON VARIOUS ECf)NOMIC. \ AI.liATIf)N, REAL LSTATH. M ARKL-TINCL AND BANKINC, 
MATI'ERS (-or Cl ,U.N1 S IN 44 S'l ATLS AND SEA-'RRAl. FOREION COUNTRIES. 

Expert Witness, eor i>i,AiN'ni-i- and dehnsu, li.sted in the Asscxoation of Trial Law s ers 
or America' s and the Defense Re.search Ins htute's databases oi- recommended 

CONSUL'I'ANTS, PLUS STATE AND iXJCAJ. DAI AB.ASES IN A'l LEAS'I 1 8 SI A lES AND (Tl'lES. 

Approved Regis tered U.S. Government Contractor. 

Phillips Colle.gk. i ormer Adjunct Professor of Business. 

Institute of Financial Education, approved instructor for the educ.ational arm tjf the 
U.S. League ofSan’ings Institutions. 

Prentice Hall Publishing, Simon & Schuster. Par.\.mount Communications, technical 

EDITOR AND CONSULTANT ON BANKING .AND RE.AL ESTATE SUBJECTS. 

Holiday Inn and Rodeway Inns, Lender Advisory Panels. 

NovicK's Money Market Semen ars, p.anelist. 

National Directory of Corporate Di.stre.ss Specialists, approved mgt, consultant. 
Licensed Spor fs Agen i . approved by toe NCAA, Major League Baseball Players 
Association, and the AL Athlete Agents Regulatory Co.mmission. 

American Arbitration Association, approved PRoressioNAL Commercial ARBnR,ATOR. 
State of Texas Real Estate Commission, approved instructor and writer of courses. 
Texas Real Estate Broker's License held for over ten years. 

Recognition in Biographical Reference Books 

Who's Who in America. 52'" - 58"' eds. 

Who' s Who in the World. 1 2"‘- 16"' eds. 

Who’s Who in Fin.a.nce & Industry. 26"' -29''" .and 33"" eds. 

Who's Who in Medicine & Healthcare. F' -4"' eds. 

Who's Who in the South & Southwest. iF' - eds. 

DiRECi'ORY OF Distinguished Americans, 5"' ed. 

Who’ s Who Registry of Global Business Leaders. 1993-1 994 ed. 

Who’ s Who of Emerging Leaders of America. 3"" ed. 

Who’s Who Registry of Business Le.adf.rs, 1994 ed. 

Personalities of America. 5th ed.; Personalities of the south. 14™ed. 
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Employment History 


i 986 - Present: Bankinc;, Management & Economic Consult ant , Mobiu;, AL. 
Consulting assignments c'overikc; a broad range oi- activities such as government ai. 

REGLII.AI'ORY OVERSIGHT, INTERIM MANAGEMENT. BUSINESS & ASSET VAI, CATION. INTANGIBLE 
ASSET ISSUES, BA.NK I.NCOME I'A.X ISSUES. .MERGER & .ACQUlSmO.N ASSISTANCE, DUE DIl.iOENCE. 
BUSINESS PLANS, MANAGEMENT ADVICE, WRITING & EDITING BUSINESS BOOKS. FEASIBILITY & 
MARKETING STUDIES & ADVICE. TRAINING & EDUCATIO.N.AL ACTIVITIES; AND EXPERT WITNESS 
ENGAGEMENTS COVERING ALL AREAS OF B.ANKING, VAiXLATION, SECURITIES. ECONOMICS, TRUSTS 
& ESTATES, REAL ESTATE, INTERNATION.AL. .MANAGEMENT. HNANCE, AND BUSINESS. 


1985 - 1986: Executive Vice President. Manager oe Lending & Mortgage Banking, 
Bo.ard of Directors Member, Home Savings (now Citigroup), Houston, TX. Number 
Two Executive. Heavily involved in investments & deposit activities. Officer of 
several subsidiary companies. Member of Loan Committee. Executive Committee. 
Audit CoMMirruE. hi. al. Restructured the management responsibilities of several 
departments, increasing production, efficiency. AND st.afi- utilization. Completed a 
S54 million Coll.ateraleed Mortgage Obligation loan securitization tra.ns action 
THROUGH Salomon Bros. 

1984 - 1985: Senior Vice President, Man.ager of Lending, First Federal Savings (now 
Guaranty Bank). San Antonio, TX. Manager of all lending & mortgage banking. 
Number Two Executive. Heavily involved in investments & deposit .activities. 
Increased lending activities 409; in one t ear while reducing delinquencies, all 
WITHOUT ADDING TO HEADCOUNT, 

1983 - 1984: SOUTHWEST Regional M.anager. Ford Motor Credit Corp.. Houston, TX. 
Manager of commercial real e.state finance, and some fina.nctng wtth dealers. 

1977 - 1983: REGIONAL Manager, Commercial Credit Company (now Citigroup). 
Houston. TX. Manager of commercial and residential real estate financing for the 
southwest, and formally trained & involved in all financial products offerht by the 
S7 billion company. Chosen to open the company's first commercial real estate 
lending field office. Received the company's largest bonus ever aw'arded. twice. 


1974 - 1977; MANAGER oE Commercial Real Estate Lending and Mortgage Banking, 
Southwest Bancshares (now Bank One), Houston, TX. .Also involved in the 

ORIGIN'.ATION AND ADMINISTRATIO.N OF CON.STRUCTION LOANS. DEPOSIT & INVEST.MENT 
ACTIVITIES FOR LENDING CLIENTS INCLUDING WEALTHY FOREIGN NATIONALS. CORPORATE & 
PER.SONAL LENDING, AND CREDIT C.ARD OPERATIONS. CRE,VrLD AND MANAGED A COMMERCIAL 
,V10R I'G.AGli BANKING EN T! TY FOR A MUL TI-BANK HOLDING COMPANY. 

1973 - 1974: ASSISTANT REGIONAL MANAGER & ASSISTANT TREASURER, ClTlCOKP REAL 

Estate, Houston. T.X. .Mortgagl banking .\nd con.structton le.nding for Cthbank, N.A. 

(NY), and deposit & INVESTMENT ACriVUTES FOR WEALTHY FOREIGN CLIE.NTS. HELPED 
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liSTABLISH A NIAV OI-HCl: IN HOUSTON, INCLUDING .STAFFING AND THK F.S'IAIUJSHMLNT OF 
OPHRATING POLICIES & I’ROC'EDUKES. PRIMARS' ITIRRITORY COSTIRliiS SEVEN STATES. ,\ND 
OPF.R ATI'.n NAT lONWIDi- & iNlLRNATIONALI.Y. 

1972 - 197.i: Loan Officer & Managi-.r of Lending Dhp.art.ment. Gibrattar Sas’ings (nttw 
Citigroup), Houston. TX. At .age 26. managed the das-to-das- operations of Texas' 

LARGESr S&L (.75th largest IN THE U.S.). HANDLED CONSTRUCTION & SUBDIVISION 
DEVELOPMEN T LOANS. JOIN T- VENTURES, AND HIGH-VOLUME BUILDER ACCOUNT S. COMPLETED & 
IMPLEMENTED SEVERAL WORKFLOW EFnClE.NCY IMPROVEMENT PROJECTS FOR VARIOUS 

dep.artments. 


1968 - 1972: First National Bank of' Mobile (now AmSouth). Mobile, AL. Mortgage 
and real EST AT E SPECIALIST IN THE TRUST DEPARTMENT. TRAINED AND WORKED IN ALL AREAS 
OF THE BANK INCLUDING CHECKING & SAVLNGS. CREDIT. CORPORATE LENDING, PERSONAL 
LENDING, OPERATIONS, CHECK PROCESSING, .AUDIT. INTERNATIONAL, INVESTMENTS. TRUSTS & 
estates, CORPORATE PENSION PI,AN MANAGEMENT. TORTFOLIO M.ANAGEMENT, STOCK TRANSFER, 
CORPORATE BOND TRUSTEE. HANK SECURITY, CREDIT CARD OPS, AND FUNDS TRANSH-IRS. 
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June 16, 2005 

Ms. Karen Patlerson 
Deparimeni of Corporations 
1515 K Street, Suite 2(X) 

Sacramemo. CA 95814 

Special Agent Peter Norell. Supervisor 
Federal Bureau of Investigations 
901 West Civic Center Drive. Suite 3(X) 

Santa Ana. CA 92679 

Special Agent Matt Galioto 
FBI Long Island 
135 PineTawn Road. Suite .350 
South Melville. NY 11747 

Dear Special Agents Norell and Galioto and Ms Patterson: 

On June 5. 2005 I received an email from Josh Kritenian entitled “help.” Mr. Kriteman is tltc 
owner of Synergy Consulting. LLC.’ He indicated that he had recently seen me on 60 Minnies 
and was concerned about an investment that he had made into a company called Rainmaker Real 
E.siate Partners." 

In the email he mentioned the company had offered him 30% annual returns. Mr. Kriteman also 
stated he and hi.s w'ifc had invested a significant amount of money with Rainmaker Real Estate 


' Synergy Consulting Is located at 1739 Berkley Street. Suite 109. Santa Monica. California 90404 (3 10-264-6] 34). 
Please see Addendum 3 for this email and subsequent emails between Mr. Kriteman and my.self. 

■ There are many companies under the umbrella of "'Rainmaker Real Estate Partners." Please see Addendum 4 
where the corporate record.s that we were able to locate are listed showing the primary players in ail these 
Rainmaker entities to be Sidney F. Levine. Alireza Dilmaghani. James Joseph Conway, and Antoinette Wooten. 

The various companies and entities include but are not limited to Rainmaker Managed Living. Mortgage Group. 
4150.5. LLC: Rainmaker Managed Living. LLC; Rainmaker Real Estate Partners; and Rainmaker Realty Partners, 
LLC. l-or the purpo.ses of this report, whenever po.ssible I w ill refer to these companies as the "Rainmaker 
conglomerate." The company lists three addresse.s on their web site; their main office in New York at 1 16 W, 23rd 
.Street Corner of Sixth Avenue Fifth Floor. Suite 500 New York. NY KK)1 1: their New Jersey office located at 744 
Broad Street, 16'" Floor Newark. New Jersey 07103 and one office in California at KK> Oceangate 14'^ Floor Long 
Beach. California 90802. .A.s aitorney Tom Lloyd notes after evaluating the Rainmaker investment opportunity; "it 
appe.ars that Dilmaghani has set up a web of cniiiies with partnerships and LLCs designed. (»n the one hand, to raise 
equiis' capita! iVom iiuestors ii> purchase and operate managed and assisted living arrangements and other real estate 
itnesimcnis and. on the iUher iiand. to pnnide scrv'jces m the entities raising capital." Mr, i.h'vd further details 
these companies m his unabridged rcfKirt in Addendum 2. 
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Partners (which was supposedly in the business of purchasing resideniia! and or coniniercial 
properties and coiwerting them into nursing and assisted care facilities for the elderly). 

Subsequent conversations and emails with Mr. Krileman revealed that he and his wife have 
invested SI 10.000 into Rainmaker Real Estate Partners. Mr. Kriteman said he. found out about 
this investment from an “investment opportunity" advertisement that was placed in the January 
30, 2005 ediliotr of the Los Angles Times. According to his first email, he became suspicious 
about his investment because "we were promised copies of the deeds months ago and / have 
personally requested this information without success.'' 

I later learned that the “deeds" Mr. Kriteman was referring to was the proof of the use of 
proceeds that he had invested: specifically that the Rainmaker conglomerate had actually bought 
and closed escrow on certain facilities in New York and Los Angeles that would be converted 
into assisted living facilities or nursing homes. Based on these concerns w'e decided to look into 
the company and subsequently contacted Karen Patterson, enforcement iaw'ycr at the California 
Dcpailmcnl of Corporations. At our request, our client subsequently cooperated directly with 
Ms. Patterson and we turned over all documents we had received from the client to the California 
Department of Corporations for evaluation.'^ 


Apparent Clear and Present Danger 
TO THE Elderly AND THE Investing Public 

CuiTently Rainmaker is soliciting funds from investors and promising outrageous returns (110% 
over 3 years^ or 49% after two years and no less than 25% after one ycar^). This investment 
capital is supposedly secured by real estate purchased widi the money raised. Rainmaker also 
appears to raise money from the elderly to purchase units (studio living quarters) in advance for 
$250,000 per unit. 


' Please see .Addendum 5 for ihc actual copy of the placed ad. U Is impt^naiu to note from this ad that an> 
investment into Rainmaker is "a real estate .secured" investment. 

■■ 1 also contacted Special Agent Matt Galioio from the Long Island office of the FBI and Supervisor Special Agent 
Peter NoreM from the Santa Ana office of the FBI as both appeared to have jurisdiction based on the three 
Rainmaker office locations. 

' Please .sec .Addendum 6. the web site, section entitled "Mortgage Paimcrs” where it says: ".Additional return of 
“ETF* Early Termination Fee. p!u.s ail of the principle on the .3bth month, for a total return of i !l)% in 
36 months -GOAR ANTEEIV." 

'■ That the annual return is not a projection and is guaranteed immediately fot all irnesiois can he -.ccn in the 
company web site under "Piofit Distribution MI.X and Bonus Units” where it states: " Annua! mininuim guarantee 
interest of 25 % will be paid monthly and quarterly distributions as described in the program report wtli be made 
pursuant to the amount of partnets m the pnigram." Alstu in the section on the web site entitled ■'Weicome to 
Rainmaker .Managed Li\ ing LLC" it reads- "25% Guaianieed .Annual interest paid monthly 
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To raise money from the former group of investors, the company places ads in newspapers like 
the LA Times atid offers high returns directly from their web site. The company appears lo be 
run primarily by .New Yoi'k attorney Alizera Dilmughani. which imputes credibility to the 
Rainmaker business opportunity (a lawyer holds a position ol‘ trust and the assumption is he 
would only be involved in a legal enterprise). Mr. Dilmaghani appears to also handle the 
finances for the Rainmaker conglomerate as he is the signer on the checking account from which 
our client receives his monthly interest payments.' 

The company also makes claims to current and potential investors of ciirrently running and 
operating a facility in Kings Park. New York (which, according to them was purchased earlier 
this year) aitd yet title reports’^ and calls to the facility reveal that Rainmaker does not own nor 
operate that facility. Calls to govemmenia! licensing agencies by our retained expert reveal 
neither Rainmaker nor its affiliates arc licensed to run assisted care facilities or nursing homes in 
the New York. Los Angeles, or Orange County areas (including La Habra). 

In an interview between Ms. Kriteman" and Mr. Conway, she was recently told that Rainmaker 
has already raised at least SI 0.000.000 and that is strictly from investors like our client. We 
were not able to determine how^ many elderly people on lop of the SIO.000.000 raised have 
invested 5250,000. How^ever. wheit the company makes attractive statements like the following, 
which appears on their w'eb site, we are concerned about the appeal certain elderly people may 
have to buy into this S250.000 offer. Their web site states: "Rainmaker facilities are first class 
reson or home style facilities offering every amenity and every, fonn of entertainment and 
activity." Yet we w'ere unable to find any currently operating Rainmaker facilities to prove this 
staiemeni.*^^ This is especially relevant because investors are relying upon a real estate .secured 


' The checking account number for Rainmaker Managed Living. LLC l^ 7916184349 and The bank Commerce 
Bank. The ABA number for Commerce Bank is 02601367, 

“ Please see .Addendum 7 for title reports on the addresses provided by Rainmaker to our client. To insure accuracy 
we updated these reports periodically during the con.struciion of this report. Also, that the exact address of this 
property is 12 i- 125 West Main Street Kings Park. New York 1 1754-1607 is confirmed by our diem in writing and 
this is the vers property that he and his wife relied up<m as security for their investment (please see emails from Jo.sh 
Kriteman and myself in addendum 3). 

" See addendum 8 where notes that were taken at this meeting by Ms. Kriteman are included. I asked that Mr. And 
Ms. Kriteman get answers to certain questions about Rainmaker which resulted in this in person meeting. Now the 
irony of all ironies about this meeting and the .subsequent notes from this meeting was that James Joseph Conway 
(JJ), al.so had referred the Kriteman’s to am'iher investment with a man named Edward .Showalier. The same Ed 
Showalter that the Wall Street Journal confirmed in August of 2(X)3 that 1 helped shut down in a SF.C violation. To 
the Ki iteman's knowledge, Mr. Edward Showalter has nothing to do with the Rainmaker deal except that JJ referred 
them to the Showalter deal (apparently as a broker) and currently acts as a ’'broker’' lor the Rainmaker deal. In tact, 
according to Ms. Kritemaifs meeting with JJ, the only deal he is currently "seUing'' to investois is the Rainmakcf 
deal because "it is the best b\ far." That Mr. Conway sf^aks on bs'haH'of the compare and is moie than just u 
fundraisei can be seen in the corpr»rate documents where he is listed as "Registered Agent." 

To reconfirm this fact, we had our client contaci the senior management of Rainmaker. His response can be b'und 
in Addendum S, Moreover, in hei meeting with Mr. Conway no "nevs" addres.ses tor cunenl facilities were 
provided. 
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invcsinieiil; bui wc couki not find evidence of purchased real estate despite Rainmaker hmang 
already raised ten miliion dollars.*' Their web site clearly slates to potential investors that. 
“Rainmaker’s war chest allows Rainmaker to be a fast, all cash buyer.” The implication is that 
Rainmaker owns real estate free and clear which secures potential investor's money. Even on 
the front page of their web site eniilled "Welcome to Rainmaker Managed Living, LLC” a bullet 
point reads: "The security of having your investment backed by New York City real estate."'' 

With all due respect to the current property owner of Kings Park. New York, w-e photographed 
the location (included in Addendum 10 of this report), and it was by no means a "first class 
facility"' ' even if they did own it — which it appears they do not. 

Also troubling is the fact that the Rainmaker conglomerate is soliciting qualified money from 
investors; specifically IRA proceeds. Whenever a promoter accepts IRA money there is an 
imputed credibility to the deal. People wTongly assume that if retirement money can legally be 
deposited in a certain deal, then that deal must have been "checked out by the IRS and blessed as 
legitimate." 

This was clearly a prevalent factor in the Financial Advisory Consultant case where James 
Lewis’ ability to accept IRA money imputed credibility to the poteniiai investor and allowed him 
lo raise millions of IRA money from unwilling investors. For the above-mentioned reasons, it 
appears that Rainmaker is a clear and present danger to the investing public and specifically the 
elderly. The below information is not everyihing there is to know about Rainmaker, their senior 
management or its investors, but rather everything law enforcement needs to know' to 
independently corroborate our findings.*'^ Additionally, it appears that the Rainmaker investment 
opportunity is relatively new and, if proven to be an untenable business model, can be dealt with 
more proactively by law enforcement thereby keeping the victim impact to a minimum.'^ 


' ' That they have clearly rai.sed ihi.s amount of money and probably more i.s revealed in a list of current "L1.C 
members" distributed by the company to current participants. Please see .Addendum 9 for this list of investors. 
However, this ii.st does not include any elderly jieople who may have purchased, for .‘s250.()()0, a future studio from 
Rainmaker. 

'■ Please sec addendum 6. 

' ■ Please see Addendum 10. By making this .statement we are not acknowledging that Rainmaker owns this property 
but merely stating that if they did it would not appear to fit the model being .sold to ihe elderly public. 

Please see ueb site. Addendum 6 under subscription agreement. 

/\s with all of our reports, wc encourage independent verification of our findings as wc could be wrong m ou! 
assumptions and conclusions. .-Mthough we believe and think our conclusions are accurate, we encourage 
independent comiboraiion of our report. To make this easy for the readei. we always include contact numbers lor 
the people wht^ provided information contained in the report. 

Ha vine said this, wc are not depreciating the scope ot at least Sl(t.(XKI,(KK) already ha\ ing been raised. Howes er. 
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Company Overview 

The company’s oiTicia! web siie’’ provides the following description of the business model: 

"Rainmaker Really Partners seeks to acquire and operate commercial adult managed living, 
assisted living and adult living properties and, including without limitation, office buildings, 
shopping centers, business and industrial parks and other commercial and industrial 
properties, or businesses through outright purchase or leasehold.” 

They go on to add: “Rainmaker communities offer independent living in a studio aparlmcni 
with private bath and shared supervised kitchen facilities. If over time you need more care 
you automatically transfer to the nearest bed in a Rainmaker Assisted Living community. If 
you cvcniiially need full supervision nursing care services, you will be automatically 
transfened to the nearest available bed in a Rainmaker Skilled Nursing facility. Thc.se 
upgrades in care are TOTALLY FREE OF ADDITIONAL CHARGE. Once you book a TIC 
(stands for tenant in common, expianenion mint’} studio suite that’s it. Pay one time and never 
pay again for standard servdees. And if you use an existing property to fund your purchase 
you retire virtually for free and your family keeps your property for the estate. Rainmaker 
facilities are first class resoii or home style facilities offering every amenity and every Ibrm 
of enteiiainment and activity.” 

Based on the above, the company web site and the investment materials, it would appear that 
Rainmaker raises money from the public promising rates of rctum that range from no less than 
25% annually "guaranteed” to 1 10% over three years. The proceeds raised arc then used to 
purchase residential (or commercial) real estate that is then converted into assisted living or 
nursing home facilities. According to Rainmaker, assisted living facilities are the bridge between 
independent living and nursing homes. The company then aggressively markets elderly people 
to purchase studios in these facilities for $250,000 per unit for life - even if ihcir health 
deteriorates and requires permanent nursing care.’^ 


” The cfimpanv web siie can be found ai www.rainmakerlifccave.com . We have downloaded the entire web site and 
included it in Addendum 6 because in t)ur experience when a companv realizes they are being looked into, they 
often take down or materially alter their web she to avoid prosecution. Another web site for "Rainmaker Realty" is 
www.rainmakciTcaKv.tMe/ w>n/paee.S html . which appears to be a site offering to sell commercial and residential 
property at a 4^^. brokers commission. The interesting thing about this site is the many misspelled words: For 
example, one page that opeas the "fmancing" section mis.spelU the words "services" and "firm," The sire reads' 
"Rainmaker Realty is unique as it offers senrks no other real estate /hni offers. This site. Addendum 11 . is 
included for the sake of thoroughness but is not the main focus ot this report. 

Please sec company web site under "What is Rainmaker Assisted Living?" section. 

The prt'blem with those types of promise^ (including the promise made to investors that they can ‘cash out at any 
time' ) that they, the promises, are only as good as the company making them. As previously slated, our expert 
was unable to locate any licensing for the Rainmakei conglomerates, nursing ot assi.steci living care laciiitics or 
pnjpenics owned by the Rainmaker LLCs that our invested client believed his money wa.s being used to purchase. 
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Seven Specific Concerns with the Rainmaker Investment^o 

1. According to our expert, high returns are inconsistent with the assisted living and 
nursing care I'acility industry and therefore fails the 'normally and regularly' lest. In 

assimilating this report, the Fraud Discovery Institute retained the services of Carl Bryant.'' 
Mr. Bryant s qualifications include being an expert in the Federal regulatory process 
including policies and procedures for assisted living and nursing homes. He has provided 
training to healthcare providers; field, adminislralive, and headquarters staff on regulatory 
systems for the Healthcare Financing Administration: and the California Department of 
Health Services; national firms; and various healthcare facilities. He has conducted on-site 
evaliialions and investigations of health facilities to ensure compliance w-ith state and federal 
laws and regulatory requirements. He has also been an expert witness for almost 20 years 
and holds a Certification for Director of Staff Development for Nursing Homes. 

According to Mr. Bryant, normally and regularly assi.sled living facilities and nursing homes 
do not achieve the profit margin warranted and represented to potential Rainmaker investors. 
After examining profit margins by publicly traded companies in the assisted living and 
nursing care industries. Mr. Bryant writes: 

“Manor Care, Genesis HeallhCare Corporation, Exfendicare Health Services, 
National HealthCare Corporation are publicly traded corporations who were 
ranked in the 50 largest skilled nursing facility chains and the 30 largest assisted 
living chains reported profit margins between 4.11 to 7.77%. The average profit 
margin is 6,26%." 

How can Rainmaker offer profit margins to investors in the very same indusuy which range 
from 25 % annually to 1 10% over three years when well funded, publicly traded companies 
with far greater “war chests” as it relates to cash and capital for favorable purcha.sing terms 
are only e.iming approximately 6.26% annually? Upon closer examination of this industry, 
the profit margins shrink further as noted by Mr. Bryant: 


The Fraud Disernery inslilule does not have subpoena power or authority and is therefore at an investigative 
disadvantaee. Our findings must be iiniited in scope to the public recvsrd. company warrants and representations, 
interviews w ith our client and other proprietary methirdology. 

■ ' Mr. Bryant's report in its entirely is included in Addendum Irrf this report. The report aiso cites seveial people 
Mr. Bryam spoke with ;it the vanous governmental agencie-s in New York and California to conclude that 
Rainmaker is nol now nor has it been licensed to run an assisted care I'acility or a nursing home. .As for the Kings 
Park. New York t'acilils. Mr. Bryam contacted Wendy Brown. Supervisor for .'\dult Health in Tong Island Division 
t63i ■■X5l-?s(iym. and she indicated that mt change of nwneiship had occurred and no an application for a change of 
riwnership was in process. 
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"Sunrise Senior Li\ing, Emeritus Corporation, American Retirement Corporation 
are three assisted living chains ranked within the top 30 assisted living lacility 
chains but not in the top 50 nursing home chains. These chains report profit 
margins ranging from - 11.66 to -f 4.74% with an average profit margin of - 
2.88%.” 

Thus the margins being offered by Rainmaker are inconsistent and are not "noiinally and 
regularly" found in the assisted health care or nursing home industry. ■" Mr. Bryant 
concludes by stating that; ‘‘Based on my experience, and available data for the long term 
care industry the Rainmaker Managed Living website contained information that was 
NOT consistent with the long term care industry." 

2. Unregistered security offered by unlicensed broker dealers across state lines. 
Admittedly, the promoters defend this charge by citing the passive investor exclusion."^ 
They argue that since this i.s an LLC it is exempt from securities laws because (according to 
the operating agreement) all people in the LLC have equal power to vote on properties. It 
would be a fine argument except for one major problem. The LLC currently does not own 
any property for these LLC participants to "equally and not passively" participate in. 

In fact, in what has to be the biggest smoking gun 1 have ever seen in this type of case, the 
Rainmaker w'eb site states that while their assisted living facilities arc being built investors 
arc .s7/// guaranteed a 25% annual rclum (this annual retum of 25%' is guaranteed over and 
over again throughout the company's materials). How' will this return be generated in 
assisted living facilities whih no paying residents? According to the company's official web 
site, in a section entitled "Stan Up Interest Payments": 

"The partnership guarantees a minimum return of 25% annually on your partnership 
shares payable monthly. In the beginning as facilities are under construction, ramp up 
or lease negotiation. The interest payments during that time will be derived from short 
term investment in real estate bridge loans, government securities, foreclosed rollovers, 
income from the operations of the Managing partners law' firm, proceeds from 


'■ In anticipation of the company arguing that point one is not valid because iheir profit matgins are not solely linked 
to the nursing home and assisted living facility industry, it is appix)phaie to point out that this is a sword that will cut 
both ways for Rainmaker. For example, if the company argues that they make these margins (as they allude to in 
their "Start Up Interest Payments" section) through oth«r income eaining endeavors then they will have tunher 
complicated their alleged unregistered securitie-. problem. Why? Because it one thing to say all investors are in 
an LLC that buys and operates assisted living facilities to duck securities laws, but w-hen s ou start earning pioOis for 
investors by doing things like "bridge loans, “or "operating revenue fiom managing partners law firni" or the 
"purchasine of uovernment securities" on behalf of the investing public, then you have crossed over into the arena of 
offering an uniegisiercd security that no IJ.C' formation can shield Rainmaker trom. 

Idease see. for cxainple. the vseb she in the section entitled "Rainmaker Really Fartneis 1 Apt i! i . 2(K)4 
Subscription .Agreement where it stales that. "The Secuiities and Rxchange CominisMon has not approved or 
disapproved equiiv panicipation units or pas.sed upon the adequacy of the infoi mation this report." 
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collections on pending litigation, and consulting services to other third party assisted 
living and nursing facilities regarding the licensing of the Rainmaker 1031 and TIC 
program packages on a non-exclusive proprietary basis in areas wherein Rainmaker 
will not be seeking to establish operations in the near future and pre-need sales of TIC 
packages." 

Two phone cails""* confirmed that Rainmaker is not licensed to lend money (bridge loans as 
stated in the above quote) in New York or California. Moreover, and admittedly this is not 
my field of expertise. 1 am not aware of any "government security” that currently offers a 
guaranteed 25% annua! return. In no way is this a concession that if the assisted living 
facilities were up and running that this would be exempt from .securities laws. As attorney 
Lloyd"'^ notes in his report on the Rainmaker investment opportunity'^: “Based on the 
characteristics of reliance on others to manage the investment and the public nature of 
the offering of partnership Units, the Units described in the Rainmaker website should 
be treated as a securities under both California and Federal securities laws.” From the 
blatant 60% returns stated on the web site to the LA Times ad soliciting new- investors, this 
company appears to be offering an unregistered security publicly."’ 

3. Our public record search shows nothing owned by the Rainmaker conglomerate of 
companies. Yet the company’s '‘Important Notice to Members” uses language that clearly 
conveys the Kings Park Sunken Meadow propeiiy is owmed by them, is operating and is at 
full capacity. On June 14. 2005 I contacted Ms. Palena Henigman (631-269-9286) at Sunken 
Meadow Adult Home. I confirmed with her in two separate conversations that the address ol 
Sunken Meadow wa.s 121-125 W. Main St.. Kings Park. NY 1 1754-1607. She said they have 
37 beds and that they are all filled. 36 to men and one to a woman. She then confinned that 
Sunken Meadow Adult Home had not been sold or was not under “new management.” 

Our expert Carl Bryant ihen called Wendy Browir. Supervisor for Adult Health in Long 
Island Division (631-851-3090). and she indicated that there had been no change of 
ownership at the Sunken Meadow facility nor was there an application for a change of 
ownership in tlie process. This is in direct contradiction to the “Important Notice to 
Members” sent out by attorney Alireza Dilmaghani regarding this property; “The cuneni 
bed space is fully booked and we expect to start TIC conversions (stands for tenants in 
common) in the next 30 to 60 days after our license is approved. In the interim wc re 
operating under the previous owners license and have negotiated the right to do so with the 


•' Plea>e see .Addendum 1 2 \\ here the rep«.)rt of these two phone calls is recorded 

■' Mr. l-h'vd is a Harvard educated I'orniei paftnerot'ihe law lirm ol Hige.s. Fleschor unci Mack in San Diego, 
C'aiitdrnia, 

■' For the compete report prepared b> Mr. Ll(nd. please .see .Addenclum 2 . 

On June 7. 200.S. 1 coniacicd Karen PaUerson, entorccmenl lawyer at the California Department of Corporations 
(916-322-6737) and she confirmed that the Ratnmakcr investment was not blue skied m the state of Califotnia 
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jircxious owner for up lo 12 montJis if necessary." Bui as staled aho\e. Ms. Heiiignian 
coniradicicd this siaicmcnl as does ihe pubic record title rcpoils. 

Additionaily. in an official letter sent by the company and dated March 25''\ 2005 and sent to 
our client. Sid F. Levine states: enclosed with the mailing you will find a copy for 

each partner of the Kings Point purchase agreement which is the new property we own in 
New York. " This appears to be in direct contradiction to what (1) tlie most recent title report 
on this address states that die property has not changed ownership (2) the cuiTcm owner 
stales (3) what the Adult Hcallli organization in Long Island slated— specifically Rainmaker 
is not licensed nor is there a pending license."^ Moreover, the impression from the web site, 
materials, and our client is: ''Rainmaker Entities are those Independent Living, Assisted 
Living. Adult Living, Life Care and Nursing Nome Facilities which are now'^ or shall in the 
future he aetpdred and/or operated by Rainmaker entities. . Clearly the notion Rainmaker 
gives the public is that they are currently running and operating some kind of facilities . 
The language is clear. In fact. Rainmaker state.s that these operating facilities; "...are first 
class resort or home .style facdlities offering every amenity and every form of entertainment 
and activity. " Obviously they cannot be "first class facilities'* if they do not exist. 

4. No licensing for nursing or assisted living in New York or Los Angeles where the 
company claims to be currently or imminently operating. As our expert confirms: 
"Licensing and certification requirements for the State of New York are similar to those for 
the State of California. A license must be obtained to operate a .skilled nursing facility 
(nursing home) or an assisted living facility (residential care facility for tlte elderly) in the 
State of New York. Skilled nursing facilities are licensed by the State of New York 
Department of Health Services. Division of Quality and Surveillance of Nursing Homes, 
Courthouse Corporate Center. Suite 5000. 330 Carlcton Avenue. Central Islip. NY, 11722," 
He goes on to add. “Contact was made with the Department of Health Services, Division ol' 
Home and Community Ba.sed Care and the Division of Quality and Sun'cillancc of Nursing 
Homes. L>tui Thornton at the Division of Home and Community Based Care w-as contacted 
at (518-408-1132) regarding a.ssis{ed living facilities. Ms. Thornton stated there was no 
assisted living facilities owned or operated by Rainmaker Managed Living." 

In searches conducted for California licensing. Mr. Bryant did not fair any better. He writes; 
"A licensed to operate an assisted living facility is obtained through the State of California. 
Departmenl of Social Services. Community Care Licensing Division. A number of district 
offices for licensing assisted living facilities are located throughout the state. The district 
office responsible for licensing an assisted living facility in La Habra is located at 770 The 
City Drive. Suite 7100. Orange. California. 92868. The address provided for Rainmakci 
Managed Living is located in La Habra. California. The Depaiimeni of Social Services 


See ernaii from Carl Bryam dafed .lune in Addendum !.t. 

Emphasis mine, Documeni found on the company ofllctai web Site on the page entitled '‘Rainmaker .Managed 
Li\'ing. Mortgage Group. 41505. LLC*' with the subsection “()\eru!! Objectives and Sirateg) 
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database for OraJigc Coiiniy, California where I.a Habra is locaied indicates that there are 
879 assisted living laciiities for ihe elderly... Contact was made with belli tiie Depaitnient of 
Health Scrsiccs and the Dcpartnienl of Social Services. Fran Del Rio at the California 
Deparimeni of Health Services, Orange County district office was coniacLcd at (714-456- 
0630) regarding skilled nursing facilities. Ms. Del Rio slated that there was no skilled nursing 
facility owned or operated by Rainmaker Managed Living. Susan Levine at Community Care 
Licensing for Orange County was contacted at (714-703-2840) regarding assisted living 
facilities. Ms. Levine stated there is no assisted living or residential care facilities for the 
elderly owned or operated by Rainmaker Managed Living. 

5. They are asking the elderly for $250,000 up front in cash or equity from real estate to 
secure their living quarters on locations that the company does not yet own. To tlicir 
credit. Rainmaker discloses this to the elderly who are the potential buyers/residents by 
staling in their web site: 

'“Rainmaker Facilities offer a special selection package of studio suite amenities when the 
subscriber LCCM books a facility OPTION SUBSCRIPTION prior to the facility coming 
into the Rainmaker portfolio. Rainmaker will at limes option properties and determine if 
the market supports the property purchase. These special option subscriptions are held in 
an attorneys trust account pending closing on the property. Upon closing the properly 
transfers to Rainmaker and the subscriber who then lakes posse.ssion. If the facility option 
is relinquished the subscriber may assign his or her subscription option to another 
operational facility, a future facility, future option purchase or elect to receive a FULL 
REFUND at the subscribers sole discretion. At this lime, cash based TIC (Tenants in 
Common) ownership requires that you have cash available to pay for you unit 
subscription. The cun'cni cost of a unit is $250,C)(X).00 per person. Pre Need booking is 
encouraged which will save you 25 to 50 percent of the costs you will encounter if you 
book after the facility is completed. You pay $250,000.00 that will be used to pay for 
your unit subscription in a Rainmaker Facility. You receive the same benefits as property 
subscribers under the same 1 2 1 month draw contract tenns and conditions. 

But the obvious question based on points one through four is: How can Rainmaker be 
entrusted to hold $250,000 from elderly people in New York and California in advance? 
They do not even cuixently ow'n or manage tlic King.s Park property, which investors rely 
upon and believe is the primary u.se of proceeds for their investment capital. 

6. No independent proof of profitability. Our client has asked repeatedly for CPA prepared 
financial siaiemenis. He ^cpon^ that the latest story is they will be ready '*ai Uie end of 
.kine." Investors were also promised proof of purchased properties in the form of "deeds” and 


Flca-sc sec wob >iio page cmilk'd "Rainmaker Managed {-i\ ing, LI.C Cost Free Retirement" under "Rainmaker 
Casli Based IMC." 
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al the lime of the riling of this report, that has also not \ei occurred. The Rainmaker web 
site is replete with wairants and representations about profitability, facilities operated, pro 
forma earnings and a solicitation of the elderly of up from cash in the sum of S2.5fl.()()(), 
Research does not independently confinn ihe.se warrants and representations. 

Admittedly, the presence of audited financial statements does not necessary prove a company 
is legitimate;' ' the absence of CPA prepared financial statements is a red flag in almost every 
instance. Still, whether it be the governmental licensing agencies for assisted living facilities 
and nursing homes: the public record property title searches or CPA prepared financial 
statements to test thing.s like sources and uses of cash: or the use of proceeds and 
profitability; the investor is left with nothing more than the word of the company’s senior 
management. 

7. The appearance of a law firm promoting and being intimately involved with the 
investment is clearly intended to impute credibility to the investment. From expressing 
an opinion on whether or not the investment in which they have a vested interest constitutes a 
security, the creation of the multiple LLC’s seems to have the intent of bypassing the 
securities law's, the supposed identifying and purchasing of property, and the operating of the 
day to day operations. This association clearly imputes credibility to the deal and makes 
raising money even easier. People can conclude that ‘a law firm is behind this deal — it must 
be legitimate.’ There arc repeated references to the Furman law' firm throughout the web site 
and the investor materials.''' Attorney Lloyd does not overlook this imputation of credibility 
to the potential investor. He cites one instance of this conflict of interest and imputation of 
legitimacy by writing: ’The pariner.ship agreement states: The Equity participation program 
described herein is not considered a public offering or a private offering of securitie.s or a 
limited partnership exempt from registration under and Slate or Federal securities act as the 
Equity participants w'ho become co-owners of any rights to any property purchased, leased or 
lease-held by Rainmaker Realty- Partners are co-owners with full control over any propeily 
purchased. lea.sed or lea.se-held by Rainmaker Realty ParmersP (Empha.sis original).’ This 
opinion is not being given by an independent lawyer or firm. It is being given by 
Dilmaghani. a lawyer acting a.s a principal in the matter. The opinion is desi£n€d to 
give assurance to the investor that the investment does not have to qualify under state 
or federal securities laws but it is based on a statement of facts that are not true. The 
Equity pailicipants are not *'co-owners” and do not have “full control over any properly 
purchased..." This is especially troubling considering the primary target for this invesimenl 


In !he ZZZ7 Besi securities fraud case that 1 was convicted and impris(»ned tor perpetrating, we had audited 
fmanciai stateinenis and vei the company was a fraud. 

1-or example, in the ILsi of !,I.C members .sent to our client. 67 member names are listed— alt with the f-urman 
i.aw Firm address listed as fheir contact information t i i 6 West 2-V'' .Street. Suite .‘'(>0. New 'i ork. NY lOttl t ). And 
these 67 names are not iust of individuals: a pension fund (the Que.st (iroup Private Investment bund) and a 
company called Ke\ stone lincstmcnls are also listed. 

Partnership Agreement. Registration with .State or Federal Securities Agenc\ . 
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is ihc eidcrly. Unlbriunalely. ihe> may be more iiitiincd to believe the vvarnsnis and 
representations made by tlie company at face value because of the intimate invoK’enicnl of a 
lawyer and a law firm. 


Conclusion 

It would appear that (and I could be wrong) Rainmaker is offering an unregistered security 
by unlicensed broker dealers to the general public through newspaper ads and a public web 
site offering worst case guaranteed returns of 257c annually and be.st case returns of 110 % 
over three yeans using misrepresentation in what may be a “Ponzi" like slmcture. How can 
this type of ascertain he supported? 

(1 } The industry in which they claim to be earning these kinds of margins docs not 
normally and regularly produce them 

(2) We could not find evidence that they are operating any current nursing or assisted 
living facilities 

(3) We could not find evidence that they own any property and yet they offer "real 
estate security" to potential investors in both their Los Angeles Times investors 
wanted add and their web site''* 

(4) There is no evidence that Rainmaker holds the necessary licensing to operate 
these facilities even if they did own them (and it appears they do not) 

As far as we can ascertain. Rainmaker is cun-enily making their monthly interest payments to 
investors (at least to our client). It is highly likely, in my opinion, they are using new 
investor capital to pay off or keep current those who are already invested. Or worse yet. they 
are using money raised from the elderly who have bought into their S250.000 assisted living 
facility program. 

The easiest way for law enforcement to prove this is to .subpoena the bank records of 
Rainmaker and confinn if their operations are consistently earning these high returns or if 
new investor money i.s the vehicle to generate these returns. The seven points above and the 
accompanying addendums arc provided to give law' enforcement probable cause to take the 
next step and subpoena the records. With the money of the elderly at slake. I w'ould beg that 
this case be given a high priority. 


See web .^ife ^eelion cniitled' ’‘Welcome to Rainmaker 10? I Fixchangc" where one of the added benefits of 
participation for investors is "The security of high Qualits real estate investments in naiionalis recognized high 
grt'uth areas including Southern California and New York City real o.staic " I he newspaper add reads; ".'(t 
Year (3id Successful Law firnt .Seek.s PiUtneis in 6 new Assisted Living RL developments. Hi-yield return, !nv Ciuar 
b\ Trust Deed S.^0 min Cali Mr. Green ?10.S3L770() " 
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Rcspcc! fully sL!bnHlled> 


Barry Miiikow 
Co-Founder 

Fraud Di.scovery Insiitute 


Reviewed and Supervised by: 


Juan Lopez 

Licensed Private Invesiigator#l8903 

Cc: Mike Jones 

Securities Bureau 

New York Attorney General's Office 
120 Broadway 
New York. NY 10271 
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Addendum One Report of Expert 


June 10. 2005 


Fraud Discovery fiistiluie 
Attn: Barry Minkow 
9770 Can-oil Center Road. Suite F 
San Diego, CA 92126 


Re: Rammaker Managed Living, LLC 


Dear Mr. Minkow: 

As retained by the Fraud Discovery Institute. 1 have reviewed the website for Rainmaker 
Managed Living, LLC. Per our follow-up discussion, opinions and information were requested 
for three areas addressed on the website. These areas included ( 1 ) the expected rate of returns or 
profits for the long term care industry. (2) facility licensing requirements for the long term care 
industry, and (3) supply and demand for assisted living and skilled nursing facilities. Based upon 
the curi'en! data, I was requested to detemiine and offer opinions as to whether the information 
contained in the Rainmaker Managed Living website was consistent witli the long term care 
industry. 

Based on my background and experience the information contained in the Rainmaker 
Managed Living website is NOT consistent with the performance of long term care facilities. My 
background and experience consists of more than 25 years of experience in the health care 
industry. I have also worked as a health care regulator and uaincr for regulators for the Stale of 
California and the Centers for Medicare and Medicaid Services (formally known as tlie Health 
Care Finance Administration). My experience also include.s being a consultant for numerous 
health facilities and law firms. I currently provide consultation and educational opportunities lo 
health care facilities for standards of care and regulatory compliance. I have been retained by law 
firms as a consultant and expert witness for more than 109 cases that specifically involved 
standards of care, and regulatory compliance, and the long term care continuum. The long tenn 
care continuum includes hospitals, assisted living facilities, skilled nursing facilities, hospices 
and home health agencies. As an expert witness. 1 have provided opinion.s and testimony as both 
a regulator and a care provider. A curriculum vitae is provided at the end of this report. 

Based on my experience and available data for the long term care industry the Rainmaker 
Managed Li\ ing website contained information that was NOT consistent with the long term care 
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iiidusli) . As delailed further in the attached report, in summary: 

'['he guaranteed and expected rate of returns. 370r for the first year. 400^ for the ^eco^d vear. and 
60% for the third year and each consecutive year thereafter must be seriously questioned 
since the reported profit margins for the long term care industry is generally less than 1 0% . 

There arc no long term care facililies found to be owned or operated by Rainmaker Managed 
Living, Addiiionallv. no Rainmaker Managed Living long term care facilities were found to 
be licensed, certified or both in the States of California or New York. Considering this 
information, the availability of long term care services must be questioned. 

While the demand for the long term care industry is expected to grow with the changing 

demographics. The cuiTem demand slated by Rainmaker Managed Living website must be 
questioned due to the cun-em vacancy rales in skilled nursing and assisted living facilities. 

For these reasons the validity of data provided in the Rainmaker Managed Living website would 
be problematic and should be questioned for further explanation. Should need additional 
information or questions, please do not hesitate to contact me at (619) 441-7447, 


Very truly yours. 
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Report on Skilled Nursing Facilities and Assisted Living Facilities 


Prepared for the Fraud Discovery Institute 


Carl Bryant. RN CLNC 


CORNERSTONE MEDICAL LEGAL CONSULTING AND EDUCATION 
2156 Calle Poco 
El Cajon. CA 92019 
(619) 441-7447 

chrvant@coriierstoneiiicdleeal.com 


.lune 10. 2005 
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RA TE OF RETURNS FOR SKILLED NURSING FACILITIES AND ASSISTED LIVING 
FACILITIES: 

Infomiation regarding profit margins for skilled nursing (nursing homes) facilities and assisted 
living (residential or board and Care) facilities was not readily available through the New York 
or Califoniia Department of Health Services. Federal Health and Human Services Centers for 
Medicare and Medicaid Services, or the National lnve.stment Center. The corporate statistics for 
size and rankings were obtained from the American Health Care Association and the National 
Center for Assisted Living. Additionally, the profit margins were obtained from Reuters Slock 
Overview. 


Manor Care, Genesis Healthcare Corporation. Exlendicare Health Services. National Healthcare 
Corporation are publicly traded corporations who were ranked in the 50 largest skilled nursing 
facility chains and the 30 largest assisted living chains reported profit margins between 4. 1 1 to 
7.77%. The average profit margin is 6.26%. 


PROFIT MARGINS FOR CORPOR.ATIONS WITH BOTH SNF AND ALF 


CORPORATION 

SNF 1 

ALF 

PROFIT 


RANKING ■ 

RANKING i 

MARGIN 

; Manor Care 

1 

8 

+ 1.23 

Genesis Healthcare Corporation 

5 

19 

+ 4.11 

Extendicare Health Services 

7 

23 

+ 5.92 

National Healthcare Corporation 

10 

27 

+ 7.77 I 


Beverly Enteiprises, Kindred Healthcare, Advocal are three nursing home chains ranked within 
the top 50 Skilled Nursing facilities but not in the lop 30 Assisted Living Facility chains. These 
chains reported profit margins ranging from 1 .94 to 4,73% with an average profit margin of 


3.73%. 


PROFIT MARGINS FOR CHAIN SNF CORPORATIONS 


CORPORATION 

SNFR.ANKING 

PROFIT 

MARGIN 

Beverly Enterprises 

T 

i 

i + 1 .94 

Kindred Healthcare 

3 


+ 4.73 

Advocat 

19 


+ 4.53 
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Sunrise Senior Living, Fimerilus Coriioralion. American Reiircment Corporation are three 
assisted living chains ranked within the top 30 assisted living facility chains hut not in the lop 50 
nursing home chains. These chains report prolit margins ranging from - 1 1 .66 to -t- 4.749< with 
an arerage profit margin ol'-2.SS9i. 


PROFIT MARGIN’S FOR CHAIN ALF CORPORATIONS 


CORPORATION I 

ALF 

PROFIT ! 

1 

1 

RANKING 

MARGIN 

Sunrise Senior Living 1 

1 

-1- 4.74 i 

Emeritus Corporation 

2 i 

-11.66 

American Retirement Corporation , 

13 

-1.71 i 


Sec attached exhibit table for additional information such as number of facilities, beds, and 
number of state locations for both skilled nursing facilities and assisted living facilities. 


CALIFORNIA LICENSING AND CERTICATION: 

A license mu.st be obtained to operate a skilled nursing facility (nursing home) or an assisted 
living facility (residential care facility for the elderly) in the Stale of California. Skilled nursing 
facilities arc licensed by the Slate of California Department of Health Services. Division of 
Licensing & Certification, P.O. Box 997413, Sacramento, California. 95899, In order for a 
skilled nursing facility to be eligible to receive Medicare and Medicaid funds the facility must be 
certified by the federal government. Certification is provided by the Federal Health and Human 
Services. Centers for Medicare and Medicaid Services through a contract with the State of 
California. Prior to receiving Medicare or Medicaid funds a skilled nursing facility must be 
licensed by the Stale of California. The data bases for botli the Centers for Medicare & Medicaid 
Seiv’ices and State of Califomia Department of Health Services reports that there is 70 Licensed 
and Certified skilled nursing facilities in a ten (10) mile area of La Habra with a total 6,442 beds. 
The vacancy rale for tliese certified facilities is 14,9%, with 5.481 of the beds being occupied 
and 961 vacant beds. Additionally, these data bases do not indicate a skilled nursing facility 
exists at 200 W, Whittier Blvd.. La Habra. CA, 90631. 

,\ licensed to operate an assisted living facility is obtained through the State of 
C.alitornia. Department of Social Services. Community Care Licensing Division. .A number of 
district offices for licensing assisted living facilities are located throughout the stale. The district 
ofl ice responsible for licensing an assisted living facility in La Habra is located al 770 The City 
Drive. Suite 7100, Orange. California. 92868. The address provided for Rainmaker Managed 
Living is localcd in La Habra. Califomia. The Department of Social Services data base for 
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Orange County. Caiifnniia where 1^ Habra is located indicates that there arc 87C assisted living 
facilities for the elderly. Additionally. La Habra is located near Los Angeles and San Bernardino 
Counties. Los Angeles County reports 1.408 while San Bernardino County reports 285 assisted 
living facilities for the elderly. The vacancy rates for assisted living facilities were not available. 

Contact was made with both the Department of Health Services and the Department of 
Social Services. Fran Del Rio at llie California Department of Health Services. Orange County 
district office was contacted at (714) 456-0630 regarding skilled nursing facilities. M.s. Dei Rio 
stated that there was no skilled nursing facilily owned or operated by Rainmaker Managed 
Living. Su.san Levine at Community Care Licensing for Orange County was contacted at (714) 
703-2840 regarding assisted living facilities. Ms. Levine slated there is no assistive living or 
residential care facilities for the elderly owned or operated by Rainmaker Managed Living. 

A^£VV YORK LICENSING AND CERTICATION: 

Licensing and certification requirements for the Stale of New York are similar to those for the 
State of California. A license must be obtained to operate a skilled nursing facility (nursing 
home) or an assisted living facility (residential care facility for the elderly) in the Slate of New 
York. Skilled nursing facilities are licensed by the State of New York Department of Health 
Services. Division of Quality and Surveillance of Nursing Homes, Courthouse Corporate Center, 
Suite 5000, 320 Carleion Avenue. Central Islip. NY. 1 1722. In order for a skilled nursing facility 
to be eligible to receive Medicare and Medicaid funds the facility must be certified by the federal 
govenimeni. Certification is provided by the Federal Health and Human Services, Centers for 
Medicare and Medicaid Services through a contract with the State of New York. Prior to 
receiving Medicare or Medicaid funds a skilled nursing facility must be licensed by the State of 
New York. The New York slate data base indicates there are 44 skilled nursing facilities witii a 
total of 8.657 beds in Suffolk County, New York. The vacancy rale according to this data base is 
6% statewide. The data base for the Centers for Medicare & Medicaid Services and New York 
Department of Health Services reports that there is 15 Licensed and Certified skilled nursing 
facilities in a ten (10) mile area of Suffolk County, New York with a total 3,508 beds. According 
to this data ba.se, the vacancy rate for these certified facilities is 3.1%, with 3.399 of the beds 
being occupied and 109 vacant beds. Additionally, these data bases do not indicate a skilled 
nursing facility exists at 125 W. Main St., Kings Park, New York, 1 1754, 

A licensed to operate an assisted living facility is obtained through the New' York State 
Department of Health Services. Division of Home and Community Based Care. A number of 
district offices for licensing assisted living facilities are located throughout the state. The district 
office responsible for licensing an assisted living facility in Suffolk County, New York is located 
at 3085 Veterans Memorial Highway. Ronkonkoma. New York. 1 1788. The address provided for 
Rainmaker Managed Living is located in Suffolk, New York. The data base for Suffolk County 
does not indicate the vacancy rate or the number of assisted living facilities located in that area. 

Contact was made with the Department of Health Services. Division of Home and 
Community Based Care and the Division of Qualily and Surveillance of Nursing Homes. Lynn 
Thornton ai the Division of Home and Community Based Care was contacted at (51 8} 408-1 1 32 
regarding assisted living facilities. Ms. Thornton stated ilicre was no assisted living facilities 
owned or operated by Rainmaker Managed Living. She also referred contact to the local office at 
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(212) 417-4440. Claria Ma'^ion al the local office also verified ihai ihcre were no assisted living 
facilities owned or operated by Rainmaker Managed Living. Coiitaci was made with the Division 
of Quality and Surveillance of Nulling Homes ai (518) 408-1267. Doris referred the cal! to Doug 
Reilly at (518) 408-1628 who was not available for verification of information regarding skilled 
nursing facilities in Suffolk County. 

NATIONAL VACANCY RATES 

The national vacancy rates were obtained from the American Health Care Association 
and die National Center for Assisted Living. The average vacancy rate for skilled nursing 
facilities (nursing homes) nationally is 13.2%. Thirty-four of the fifty largest nursing home 
chains reported vacancy rales that range from 1.3 to 32%. The average vacancy rate I'or assisted 
living facilities is 1 1.1%. Twenty-one of the thirty largest assisted liv ing chains reported vacancy 
rates of 1 to 25.19T 

DEMAND FOR SERVICES: 

A number of studies and reports have been made regarding care for the elderly. The 
Centers for Medicare and Medicaid Services released market updates on February 6. 2002 and 
May 20. 2003. The market update for 2002 indicated that several publicly held nursing facility 
companies were struggling to emerge from bankniptcy and that investors w’ere hoping for 
stability within the industry based on growing demographics of the elderly population. This 
report indicated the average occupancy was 81%. a vacancy of 19%. Due to the changing 
demographics the demand is expected to increase the need for capacity, especially when the baby 
boomers start reaching retirement age 2010 -2015. The market update for 2003 indicated profit 
margims continued to decline after Si billion of federal Medicare add-on payment provisions. 

The decline in profit margins as a result of rising insurance cost and aggressive litigation have 
led to the exit of many nursing facility chains from states where liability costs are high. The 
report also indicated three chains had filed for bankruptcy in the last six months. 

One such study conducted by the California Health Care Foundation projects that 
California residents age 65 and over will nearly double by 2025. This grow'th is a larger growth 
rate than any other slate or the United States overall. ThLs report further indicates fewer beds arc 
being used because more Californians are able to live independently or receive care at home. 

This increased vacancy rate gives consumers greater choice in most areas of the stale. 
Additionally, this report indicates that between 1999 and 2002. 160 California nursing homes 
filed for bankruptcy. 
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EXHJBrr A: 


COMPAN 

# 

#SNF/NF 

# 

# 

# 

# STATES 

■ PROl-T! 

Y 

SNF/N 

FACILiTIE 

STATE 

ASSISTiV 

ASSISTIVE 

WITH 

■ MARG! 


F 

S 

S WITH 

E LIVING 

LIVING 

ASSISTiV 

■ N (TTM) 


BEDS 


SNF/NF 

BEDS 

FACILITIE 

S 

E LIVING 


Manor Care 

40.846 

293 

32 

5,459 

70 

3"^ 

: +7.23 

Genesis 

Healthcare 

Corporation 

23-814 

194 

13 

2J38 

23 

n/a 

1 +4.11 

Extendicarc 

Health 

Services 

15.945 

154 

13 

2.(X)9 

41 

9 

+ 5.92 

National 

Healthcare 

Corporation 

9.332 

76 

11 

1.167 

19 

n/a 

+ 7,77 ^ 

Beverly 

Enterprises 

39.435 

373 

26 

n/a 

ii/a 

n/a 

+ E94 ' 

Kindred 

Healthcare 

32.927 

255 

30 

n/a 

n/s 

n/a 

+ 4.73 ■ 

Advocat 

5.108 

48 

8 

n/a 

n/a 

n/a 

+ 4.53 

Sunrise 

Senior 

Living 

n/a 

n/a 

n/a 

43.000 

361 

25 

+ 4.74 

Emeritus 

Corporation 

n/a 

n/a 

n/a 

18.2(K) 

174 

33 

- 1 1 .66 

American 

n/a 

n/a 

n/a 

3.004 

33 

14 

; - 1.71 


Retirement ; 
Corporation i 



222 


Fraud Discovery 

I NSflfUTE 


info@frauddiscovery.net 

Phone & Fax: 

1 - 888 - 300-8307 


Curriculum Vitae for Carl Bryant, 


2l56Calle Pocc 
El Cajon, California 92019 
Phons (619) 4.11-7447 
Fax (619] 441-2442 

E-maif cbry'3nt©oornerslonemodieg3i con 


RN, CLNC 


Professional 

Characteristics 


Detail Oriented 

Professional Integrity 

Produce Excellent work products 

Committed 

Dependable 


Professional 

Achievements 


Registered Nurse 
Certified Legal Nurse Consultant 
National Certification as Investigator 
Trainer Certification 

Certification for Director of Staff Development for Nursing Homes 


Licensure 


Summary of 
qualifications 


Professicmal 

exp^ence 


California Board of Registered Nursing. Register Nurse. #400424 Active 
Board of Nurse Examiners for the State of Texas. Registered Nurse. #501635 
Oklahoma Board of Nurse Registration and Nursing Education, Registered Nurse, 
#R0039890 

Provide quality consultant services to healthcare providers and/or attorney-clients with 
emphasis in the medical-legal aspects of healthcare by being an expert resource in the 
Licensing and Certification process. State and Federal regulations and policies and 
procedures. Provided training to providers, advocates, field, administrative, and 
headquarters staff on regulatory systems. Responsible for over sight of field staff and 
conducting on-site evaluations of health facilities to assure their compliance with state and 
federal laws and regulatory requirements. Healthcare management included performance 
of administrative and management duties such as fiscal planning of programs, budgeting, 
policies and procedures with evaluations. Personnel relations included interviewing, 
evaluating, training and staff development of employees. Performed administrative duties 
and management of staff while maintaining a high standard of quality by formulating, 
organizing and implementing policies and procedures for the Healthcare Financing 
Administration. Department of Health Sen/ices, a national firm and various facilities in 
accordance with federal and slate regulations. 

1 2/7/99 - present CORNERSTONE MEDICAL LEGAL CONSULTING, 

El Cajon. California 

Legal Nurse Consultant, President 

Owner and president of medical legal consulting firm that assists the plaintiff and 
defense attorney-dients and/or Health Care Providers by screening or investigating 
cases for merit while defining compliance to regulatory codes, professional practices 
and community standards. Screening and investigation include reviewing, identifying, 
summarizing and interpreting relevant regulations, medical records, faciiity policies 
and procedures and oOier documents as required. 


5/ 1 -’96 - 1 Z7m CALIFORNIA DEPARTMENT OF HEALTH SERVICES, 
Sacramento. California 
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Health Facility Evaluator il -PRECEPTQR/INSTRUCTOR 

Respons(ble for developing and ccHiducting statewide training programs tor healthcare 
providers, advocates, ai! field district office staff, regional 
administrative staff and headquarters staff. Expert resource for 
the survey and certificafion process through knowledge of 
Licensing and Certification process, State and Federal 
regulations, and program/departmenfal policies and 
procedures. Primary liaison to headquarters for identifying and 
responding to field training needs. 

10/ 1/90 - 5/ 1/96 CALIFORNIA DEPARTMENT OF HEALTH SERVICES. San 
Diego, California 

Health Faciiitv Evaluator Nurse (HFEN) 

Responsible for conducting on-site evaluations of health 
facilities to assure their compliance with state and federal taws 
and regulatory requirements. Such evaluations may include 
licensing/certification surveys, complaint and special incident 
investigations, as well as pre-licensing compliance review, and 
other special evaluations as necessary. 

8/18/88 - 10/ 1/90 AMERICAN CLAIMS EVALUATIONS. INC., 

Jericho, New York 

Western Regional Operations Manager 
Administrative position for a national third party medicai 
insurance auditing firm. Responsible for 53 professional and 6 
technical staff positions throughout the 13 western United 
States. Personnel management responsibilities included 
interviewing, evaluating, training and staff development. 
Analytical duties included fiscal planning of programs and 
budgeting with evaluations. Information was developed into 
reports with recommendations for the vice presidents, 
president, chief executive officer and chairman-of-the-board for 
submission to the public utilities commission. 

7/20/86 - 8/18/88 FAVORITE NURSES OF SAN DIEGO, 

San Diego. California 

Intensive Care & Emergency Room Registered Nurse 
Responsibilities included performing as a Registered Nurse for 
hospital staffing purposes. Adaptability and flexibility In 
performing duties in area hospitals under direction of different 
management styles and personalities. 

1 1 /20/85 - 7/1 5/86 HERMANN HOSPITAL, UNIVERSITY OF TEXAS MEDICAL 

CENTER, Houston, Texas 
Stall Nurse iV (Career Ladder 1-6) 

Nurse manager, responsibilities included staff development in 
educational, clinica!, and administration. Involved in budgeting, 
staffing and scheduling. Developed policies and procedures in 
a 1050-bed hospital. Evaluated and interviewed established 
and potential employees for 32-bed intensive care unit. 

12/22/82 -10/1-/85 OKLAHOMA MEMORIAL HOSPITAL, 

Oklahoma City, Oklahoma 
Assistant Head Nurse 

Assisted head nurse in unit operations of intensive Care Unit 
with duties that irwiuded interviewing, recruiting, scheduling 
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Addendum 2 Report of Tom Lloyd, ESQ. 

MEMORANDUM 


TO: Barry Minkow 
FROM: Franklin T. Lloyd 
DATE: June 13,2005 

RE: Rainmaker Really Partners/Rainmaker Managed Living. LLC 

PURPOSE OF MEMORANDUM; FACTUAL BACKGROUND 

The purpose of this Memorandum is to .summarize my findings after reviewing 
documents supplied by you and a review of the contents of the "rainmakerlifccare.coni'' website 
(the "Rainmaker website”). Nothing in this Memorandum is intended as legal advise or a legal 
opinion. 


DOCUMENTS REVIEWED 

1 . April 6. 2005. letter on Rainmaker Realty Group letterhead from Sidney F. Levine. 
"Project Manager for the Managing General Partner of Rainmaker Realty Group Alizera 
Dilmaghani. Esquire" to "Rainmaker Parmer." 

2. Purported Certificates for (i) 10 Units of Partnership Interest in Rainmaker Realty 
Partners. April 1. 2004. and (ii) 3 "Bonus" Units in Rainmaker Realty Partners. LLC 
(Non-IRA) to Erendira Cronkhite dated the same date,"’''’ 

3. "Partner Information and History Record" (undated but apparently accompanying Hem 1 ) 
showing regular and bonus units issued to Ms. Cronkhite. as follows: 


! Issuer j 

Issuec 

Date 1 

Units 

i Rainmaker Really Pttnners. April 1.2004 ; 

: Erendira Cronkhite 

11/0,5/04 

25 

i Rainmaker Realty Partners. LLC. April 1. 2004 | 

! Erendira Cronkhite 

11/05/04 

3 

■ Rainmaker Really Partners, April 1.2004 

Erendira Cronkhite 

12/17/04 

j 25 

1 Rainmaker Realty Partners, LLC, April 1 . 2(X)4 

Erendira Cronkhite 

' 12/17/04 ^ 

! 5 

' Rainmaker Really Partners. April 1.2004 ' 

Erendira Cronkhite 

01/.3I/05 

: 50 

These certificaies arc quite confusing. The title al ihe lop is "Rainmaker Real Estate Puriner.s. an operating 


Rainmaker Managed Living LLC " This language would imply that the pannership was owned, tirgani/ed. oi 
managed by the LLC. MtJst of the certificate describes characteristics of something called "Rainmaker Realty 
Partners LLC. .April i , 2004." There is no liX' with this name formed in the .Stale of New York according to the 
New- York iXparimeni of State websiie. The "bt>nus" ceriificutc purports be renreseni Units in Rainmaker Really 
Partner.s LI ,C. .April 1 . 2004. but. as noted above, no such entity seems to have been formed in the State o!' New 
York. 
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Rainmaker Realty Partners, LLC, .April 1. 2(W 

; Erendira Cronkhite 

01/31/05 

'5 

. Rainmaker Realty Partners. .April 1.2004 

: Erendira Cronkhite 

04/01/0,5 , 

10 

■ Rainmaker Realty Partners, LLC, April 1 , 2004''" 

; Erendira Cronkhite 

04/01/05 : 

1 

! Total Units in partnership 



1 10 

1 Total Bonus Units in LLC 



17 


4. '’Importanl Notice to Members." dated March 25. 2()05, from Aiireza Dilmaghani. Esq. of 
Rainmaker Really Group giving notice of the purchase of "Rainmaker Kings Park." '' 

The document included only page 1 of the contract of sale plus a 7 page rider (including 
parcel descriptions) with copies of Items 5 through 7. below, attached. 

5. Eight Certificates i.s.sued by the Smilhiown Building Department with respect properties 
identified only by lot numbers, some of which are illegible. 

6. October 1 7. 2002. Certificate of Zoning Certificate of Occupancy i.s.sued by the Town of 
Smithtown relating to change from single family residence to a non-conforming use for 
Sunken Meadow Adult Home. 121-125 West Main Street - maximum 37 beds - issued to 
S.M.A.H. Corp. 

7. List of Rainmaker Managed Living LLC. Members of Record as of March 23. 2005. 


8. 14 page section of rainmaker lifccarc website entitled "Welcome to Rainmaker" which 
de.scribes itself as a "repon" and which recites that it is the sole agreement among the 
partners (Partnership Agreement). 


In addition to the written documents. I did a "drive-by" of the Sunken Meadows facility at 121- 
125 Main Street. Smithtown. I also searched the New York Depaitment of Health licenses for 
Managed Care for the Rainmaker. Kings Park, and Sunken Meadow- names: and I checked the 
New York Department of State website for entities named in the Documents Revicw’cd. 

FINDINGS 


UniiN HI Rainmaker Realty Partners. LLC. Apitl J. 2(X)4. aic described as "bonu.s Imits" but seem xo be treated as 
the same as Imlis in the partnership. See. undated "Partner Information and Hisior)- Record" which purports to he a 
summary of .Ms. Cronkhite’s investment status There seems to l>c n<» such entity as Rainntaker Reaits' Partners. 

T LC. ^pril 1,2(X14. (See. I-INDINGS. Entities, paragiaph 9.) 

The matei iai which 1 received included oni\ page one of the purchase contract from .S.M..-\.H. Corp.. Seller, and 
Rainmaker Managed Living, J .l.C. as Purcha.ser. plus a six page dtHrumcni entitled "Rider to Contract oi Sale Dated 
the iblank j Da\ of .March. 2(M)5. vGih a parcel schedule attached 
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Hniilies . 

There is one person of interest and arc ten names ofeniities or possible cnliiies 
mcnlioned in the documejits reviewed: 

i - Alirey.a Dilmashani. Esq . Dilmaghani and his iawfirm. the Furman Law Firm, appear to 
be the pivot point for ail the Rainmaker entities. Dilmaghani is the manager'^ of 
Rainmaker Managed Living LLC. Dilmaghani appears to be giving key legal advice on 
securities and other legal issues as the "in-house" law firm of the "Rainmaker Really 
Group" (FINDINGS. Emilies. Item 6). Because of his ubiquitous role in the Rainmaker 
operations. Dilmaghani has the role of "Promoter” with respect Rainmaker fund raising 
activities. 

2. Rainmaker Managed Living. LLC . This entity seems to be the key entity in the 
Dilmaghani business structure. He is the "managing partner for the Rainmaker 
programs" according to the "Welcome to Rainmaker" web page: and the "managing 
member" of Rainmaker Managed Living LLC according to the signature page of the 
Rider to Contract of Sale (Documents Reviewed. Item 4). 

3. Rainmaker Realty . Use of this name is explained in the partnership agreement in the 
section entitled "Construction of this Document." There it stales that this will be the 
d.b.a. of the Rainmaker Really Partners (presumably all Rainmaker partnerships) "...in 
association with Rainmaker Managed Living, LLC. ...” But this name also seems to be 
used as a shorter reference to Rainmaker Really LLC. See. FINDINGS. Entities, Item 4. 

4. Rainmaker Realty LLC . This entity may sometimes be refen*ed to as Rainmaker Really, 
is mentioned in the partnership agreement as the entity offering the Rainmaker 
inve.sirneni. It seems logical that the reference to Rainmaker Realty is a reference to 
Rainmaker Realty. LLC rather than a reference to all the Rainmaker partnerships. 
Undoubtedly this business is an affiliate of the Promoter. It appears to be the entity 
licensed with the New York Department of State as a real estate broker under the name 
"Rainmaker Realty LLC" of which Dilmaghani is the person holding the real estate 
license. This entity docs not appear as a licensee in the California Department of Real 
Estate website. 

5. Rainmaker Realty Partners i. .April 1. 2004. NYCAL . The usages in the Rainmaker 
website and other documents do not seem to be tightly controlled. There are many 
references to "Rainmaker Realty Partners. April L 2(K)4”^^ and a few references to 


He IS referved to as the .Managing General Partner of Raininukei Reaitv Partners. April i. 2U04. in the Levine 
letter ( Doeuments Reviewed. Item 1 ); and he is referred to as the Managing Member of Rainmaker Managed Living 
LLC in the signature page of the Rider lo the .Sales Contract (l>xumenls Reviewed. Item 4'i, 


Oddlv. perhaps mistakeni). in the signature section of Item 1 of the Documents Covered, this ■'panncrslii['‘' is 
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"Ruinmaker Realty Partners, April 1. 2004. NYCAl.." it scents likely that these arc 
iiueitdcd U) refer to the same entity and that is the entity in wltich Ms. Cronkhiie has 
invested; but this cannot proved from the Docujnents Reviewed. This partnership and 
others like it are the entities in which partnership Units arc being offered on the 
Rainmaker w‘cbsite. 


There are many references to "Rainmaker Realty Partners." It is not clear to what this 
refers. In the section of the partnership agreement entitled "Registration with Slate or 
Federal Securities Agency" this name appears to refer to the partners of the partnerships 
being offered by Rainmaker rather than to a specific partnership or series of partnerships. 
This section describes Rainmaker Realty Partners as "specialized highbred isiej geitcral 
partnerships" (Welcome to Rainmaker. Rainmaker website), in that same page of the 
website, in a section entitled "Why Invest with Rainmaker Really Partners." Rainmaker 
Realty Partners is described as having the duty to locate and inspect properties and assign 
its professional management team to handle all the financial and legal concerns as if it 
were a single entity. In the same section it is also described as guaranteeing a 2.5% 
annual rate of return to be paid monthly as if it were separate from the partnership in 
which interests arc being offered. In the same section, it is described as offering the 
opportunity for an investor to become part of a "safe and secure equity participation 
ownership interest in New- Y'ork Ciiy’^" and Southern California commercial and 
residential real estate...." Whether "Rainmaker Realty Partners" is a collective reference 
to the individual Rainmaker partners or a collective reference to the Rainmaker 
partnerships seems to depend on the context in w'hich the words are used. 

It appears that the partnership involved in the investment being offered by the website is in 
"Rainmaker Realty Partners I. April 1. 2004 NYCAL."*^' and that it is variously referred to as 
"Rainmaker Realty Partners. April 1. 2004, and "Rainmaker 4/1/04." li further appears that 
Rainmaker I has 8 series’ of securities one of w'hich is Rainmaker Managed Living. LLC an 
entity apparently designed to meet the investment requirements of IRA and Keogh accounts 
where the general partnership would not. There is no clear di.scus.sion of how these scries work 


referred to as an "a.k.a," of Rainmaker Managed Living LLC. Normally an u.k.u. is a llciiiious name. This is the 
t)n!y reference that indicates that the partnership is not real. 

Nothing in the documents reviewed indicates that the Partnership h.is any investment in New York City real 
estate. The .Sunken Meadows/King.s Park project is in Suffolk County, not in New York City, An odd thing abotit 
the dc.scripiion of the Partnership is that it dr>es not seem to l>e in any way limited to assisted living properties. See 
"Rainmaker Really Partners Overall Objectives and Strategy. Investment Strategies" in the partnership agreement. 

The Sunken Meadov\/Kings Park prt)peri\ referred to in Item 4 of the Items reviewed is purchased b> Rainmaker 
.Vtanaged Living Ll.C. In the covering Icticr in that same hem 4. Dilmaghani desci ibes the partners on the attached 
list as . .ovsners of the facility IKings Park] under the Rainmaker 4/l/(I4 & LLC. umbrella." Rainmaker 4/1/04 
appears to be a reference to Rainmaker Realty Partners 1. April 1 . 20(14. NYCAL. This seems to confirm that the 
ownership of an interest in that partnership is an indirect (swnership through the Rainmaker umbrella, [t also appear.s 
that, although the formal name of the partneiNhip contains a "T' this designation is sometimes left off in a shortened 
reference to the same partnership. 
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or inicr-rclale but ihey are treated as one investment when the partnership agrccinenl stales lo 
investors that ..you will receive income from all eight (8) series of the April 1. 2(K)4. 
programs.” 

The partnership agreement for Rainmaker Realty Fanners L April 1 . 2004. N YCAL begins with 
the section entitled "Rainmaker Really Partners I, Equity Participation Program. As.sisted & 

Adult Living Facilities" found on the Welcome to Rainmaker page of the Rainmaker w-ebsiie. 
This section of the website is acknowledged in the signature page to the partnership agreement to 
constitute the entire partnership agreement among the parties. 

In this agreement, the scope of the investment activity of the partnership is described with these 
words: "...seeks to acquire and operate commercial adult managed living, assisted living and 
tiduh jiving properties and, including without limitation, office buildings, .shopping centers, 
business and industrial parks and oilier commercial and industrial properties, or businesses 
tlirough outright purchase or leasehold" and the Partnership can ". . .originate or acquire interests 
in mortgage loans, generally on the same types of properties it might otherwi.se buy. These 
mortgage loans may pay fixed or variable interest rates." No standards are offered as to when 
these investments may be made in lieu of the staled investment purpose of the Partnership. 

6. Rainmaker Realty Group . This is the name under which agents of Rainmaker Managed 
Living LLC and Rainmaker Realty Partners i. April 1. 2004. NYCAL sent the letters 
described in Documents Reviewed. Items 1 and 4. I found no other reference to this 
name'^^ as an entity and have assumed that it is not an entity but is intended to subsume 
all Rainmaker partnerships and LLCs operated under the auspices of Dilmaghani and die 
Furman law' firm. 

7- Rainmaker LLC . A reference to ihi.s entity is found in the "Welcome to Rainmaker" page 
of the website in the next to the last paragraph of the opening statement. It is referred to 
as "Rainmaker LLC. A limited liability corporation [sic]" an entity "...which controls the 
general partnership and fully .shields you from all liability concerns" and the entity 
through which the prospective investor receives "risk free participation." This is assumed 
to be a sloppy reference to Rainmaker Managed Living LLC which is identified as the 
managing partner in the section of the Agreement entitled "Who is the Managing 
Partner?" 

8. Rainmaker Real Estate Partners . The only place w'herc I have found this name is on the 
certificates of partnership Units (Documents Reviewed. Item 2). This name may or may 
not refer to an entity different from Rainmaker Realty Partners. .April 1 . 2004. 


Rainmaker Really Panners I. .-\pril I. 2tX)4. NYC.-XLpanncrship aerccmeni .seciion entilled '"the Partnership.” 

.A Kevv York regi.>iraiK>n of an LLC under the name Rainmaker Group, LLC docs not appear lo be a related eniity. 
It u■a^ formed August 8. 2(K)1. and has an address of 170 Main Street, rarmingdale. N’Y 1 i7.LS, No agent for 
servicc of process i.s gn'cn for it m the l>epartmen! of State records. 
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0- Rainmaker Really Fanners. iXC. April 2(X)4 . No cnlily hm ing this name (with or 
without the reference to April K 2004) is registered in New York as a limited liability 
company. This entity name appears only on the "bonus" certificates issued to Ms, 
Cronkhilc. (Documents Reviewed, Item 2). Tliis is discussed further in footnote I. 
above. 

10. Rainmaker Programs . These words are used in the second sentence of the "Welcome to 
Raimnaker" web page. They appear to be a generic reference to the business of the 
Rainmaker partnerships and LLCs being managed by Dilmaghani. 

1 1 . Rainmaker Mortgase Programfsk This reference appears to refer to the activitie.s of an 
entity described on the Rainmaker website as "Rainmaker Managed Living Mortgage 
Group. 41505. LLC." The website includes the operating agreement for this entity and 
describes it as having been formed under the laws of the state of New York to engage in 
mongage lending to Rainmaker entities. The New York Department of Slate has no 
record of such an LLC having been formed. 

Plan of Business 


It appears that Dilmaghani has set up a web of entities with partnerships and LLCs 
designed, on the one hand, to raise equity capital IVom investors to purchase and operate 
managed and assisted living aiTangemcnis and other real estate investments and. on the other 
hand, to provide services to the entities raising capital. In certificates signed by Mr. Levine. 
Rainmaker Real Estate Partners (an entity that does not seem to exist) certifies that Ms. 
Cronkhite is an investor in Rainmaker Realty Partners. April 1. 2004. an entity name different 
from the partnership name in the Rainmaker website: and. by virtue of "bonus Units” an owner 
of intere-sis in Rainmaker Realty Partners LLC. April 1 . 2(X)4 (another entity that does not seem 
to exist). 

According to the Rainmaker website, the reason that the Rainmaker approach is so much 
more profitable than the conventional adult home approach is because it is effectively 
condoniiniumizing adult living projects. Rainmaker proposes to subdivide its adult living 
facilities and sell them or lease them under lone-term leases to inhabitants who will then own the 
facilities as lenanls-in-common. In this manner, it is claimed, the risk of the investment is 
shifted from the Rainmaker partners to the new tenants-in-common.'^'^ 

As to ownership of the partnership properties, the documents are contradictory; 

j . In the section of the partnership agreement entitled "Dvcrali Oiyjcclix cs and 
Slraiegy." the statement is made that the partnership " will generally bu) 


'' See Rainmaker Pf(\ieetk>ns seciion ol the Welcome to Rainmaker page ot ilie Rainmaker websiic. 
See Real InvcNimcni .Management section of the Partnership Agreement, 
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direct owDership interests in existing or nc\vly einisirucled incx)nie-prc)ducing 
properties...." 

2. Later in the partnership agreement major section entitled "Security ol‘ Real 
Estate. one of the most confusing statements in tite document is made in an 
attempt to explain how title to tIte propetly will be held and the partnership 
and paimers protected. The statement first describes the process as "...one 
wdierein either j sic] a tnisl is created with the existing partners name on die 
trust addendum and the trust controls the properly during the lease term or 
until the property is closed." It isn't clear why a trust would be used just to 
purchase the property (that is not the procedure used in the documents relating 
to the purchase of the Sunken Meadovv/Kings Point facility) and ii is doubtful 
that is the only purpose of the trust arrangement because the next sentence 
states; "At time of closing or master lease inception the partnership is named 
as the owner or master ies.see | lessor? j and the partners arc named in an 
addendum U.C.C. filing or trust addendum as owners of the partnership 
shares." This sounds like the trust arrangement remains in effect and the 
interests of the partners arc reflected in the trust agreement or an addendum or 
have a security inieresi to protect their interests filed under the UCC laws'* '. 
This seems to be indirect ownership where title to the properties stays in trusts 
or other agents controlled by Dilmaghani and are at risk to the creditors of 
those entities. 

3. In the .section of the partnership agreement entitled "vSecurity of Real Estate." 
there is a description of the six ways the partnership will obtain property. 

None of them involves using a trust or other third party holding title to the 
property for the partnership. 

The offering assures that the investor wdll receive a 25% annual return from the outset 
(prior to receipt of revenue from the operations from purchased properties) from income 
generated from "...short term investments in real estate bridge loans, government securities, 
foreclosed rollovers, income from the operations of the Managing partners law firm, proceed.s 
from collections on pending litigation, and consulting services to other third pan assisted living 
and nursing facilities. ...” 

The only transaction included in the Documents Reviewed is the purchase of the Sunken 
Meadows Adult Home property (referred to by Dilmaghani as "Rainmaker Kings Point"). Item 4 
of the Documents Reviewed was sent to "AH subscriber members of Rainmaker Realty Partners. 


Thi'* Niaicmcni i.s repcdted vcibaiim in a sub>ecti()n ofihc parinership agreemeni ais(> eniitled "SeciiriTy of Rea! 
Lslaic ’■ 

' Ii i.s hard \o >cc hov\ the partnei^hipv investment in the property could be coinerted info pessonal pro]x-it> (hai 
could be prntceietl by a UCC tiling. 
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Aprii 1 . 20{)5.'' Apparenlly it was sent to our client us a subscribing nicniber. According ic> the 
certificates (Docunienis Reviewed, item 2) our client has been a holder of Units since Novcinbei' 
5. 2004, However, the list attached is a list of members of Rainmaker Manai'cd Livin^i: LLC 
(emphasis added). Of cour.se Ms. Cronkhite is not a member of that entity and is not included on 
the list of members attached to the Rider. There is no explanation in the cover letter of how Ms. 
Cronkhite has an ownership interest in the Sunken Mcadow/Kings Point project since it is owned 
by the LLC and she has no interest in the LLC. 

In summary, although the documentation is far from clear, it appears that investors other 
than IR/VKeogh investors are sold interests in a general partnership. This is done to attempt to 
avoid having the offers and sales of the interests to investors characterized as securities under the 
stale and federal securities laws. IRA/Keogh investors are sold interest.s in Rainmaker Managed 
Living LLC but there is no explanation as to why this is not a security. To buttress the "not a 
security" argument, the partners are asked to vote on whether to purchase or not purchase each 
property proposed as a partnership investment by the managing general partner. But this seems 
to be the only instance in which the partners are even slightly involved in partnership affairs. 

But the general partnership, while arguably solving the security problems, leaves the investor 
with general liability. No investor w^anis general liability and it is unlikely the interests could be 
sold if the matter were left there. However, the promoter attempts to solve this problem by not 
having the partnership participate directly in the transactions but rather having it supply capital to 
an "ownership agent" like Rainmaker Managed Living LLC or a trust set up for the purpose that 
will enter into the purchase and undertake the obligations and risks of ownership, including any 
mortgage payments that may be incurred in connection wdlh the purchase. This might solve the 
general liability problem but it does not provide a secure investment. The propertie,s are in 
pos.session and control of an agent and subject to all the risks that kind of structuring bring. 

CONCLUSIONS 


Securities Matters 

I cannot tell whether the partnership agreement on the website is the partnership 
agreement in which Ms. Cronkhite has purchased Units or whether the Rainmaker website 
accurately describes the representations that induced her to become an investor. However, as 
slniciured, the partnership interests de.scribed on the website for Rainmaker Realty Partners I. 
April 1 . 2004. NYCAL do not actively participate in the management of the assets purchased and 
therefore the transaction is not materially different from placing the investor's money in the 
hands of a manager to invest and pay a return. In addition, the interests of all the partners in alt 
the different partnership offerings contemplated by the partnership agreement are treated us 
investing in a single invesimenl program. 

The argument that the interests arc gerieral partnership interests and not securities is ba.sed in part 
on the assertion that the investors actively participate in the purchase of partnership assets 
because a majority of them have to vole whether to approve a prospective investment. Although 
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1 have not seen what is pros ided to partners when ihcir vote is sought, if the presentation does 
not provide enough infortnalion for the investor to make an inlbrnied decision, having the right 
to vote is not nieaningfiilly participating in management. As an aitcnipt to avoid the partnership 
Units being treated as a security this effort fails. 

Based on the characteristics of reliance on others to manage the investment and the public nature 
of the offering of partnership Units, the Units described in the Rainmaker website should be 
treated as a securities under both California and Federal securities laws. 1 do not knovi' the blue 
sky law of New York well enough to know w’heiher New York has a different rule. 

Securities Fraud Matters 


When offering and selling securities, it is a fraudulent act to make false statements. It is 
also a fraudulent act to omit to make a statcmeitl without which statements that are made will be 
misleading. Here the offering documents arc filled with statements that are misleading and 
omissions which leave the statements made misleading. Some examples arc: 

1 . The certificates issued to memorialize the investment in partnership Units are issued by a 
non-existent entity and provide for Units of interest in a non-existent entity. 

2. The Rainmaker website, as a reason for investing, states: "The security of having your 
investment backed by multimillion dollar commercial real estate properties in the New 
York City and Southeni California market iluu are owned by your parinership." 
(Emphasis added)'^^ U is clear from the offering documents that none of the property is 
actually owmed by the partnership. In addition there is no evidence that the partnership 
has any property in New York City. 

3. The Rainmaker website stales, as a reason to believe an investment in the Units is safe, 
that: "You will find that the proven results of Rainmaker and its highly specialized 
highbred {siej genera! partnerships arc a safe and secure harbor for investment capital. 
There is no track record provided from which to asse.ss results of the Rainmaker business 

. model. "Safe and secure" implies that there are no downside risks but from the offering 
documents, it appears that this safely and security is totally dependent upon the financial 
strength of Rainmaker Managed Care. LLC and die Furmtui law firm for which no 
financial information is provided. 

4. The Rainmaker website states, as a reason to have confidence in the Rainmaker 
management team, that: "Rainmaker Really Companies National Development Services 
team has experience conducting market researcli, site seiectiofs. and development work 
nationwide. Wc have working knowledge of available sites, local ordinances, and 


\S ek’ome tc Riiinnukcr page of Rainmaker wcKiie. mlroducion paragraphs. 
■ ' Welcome to Rainmaker page of Rainmaker website, inmxiuctory paragraphs. 
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dcvclopjiicnl stancUu'ds, and have establi^ihcd key coniacts and resources in ali major 
cities in any o\ ilic Titty slate and overseas.” These kinds of broad assertions designed to 
proN’ide an investor with confidence in the experience and success of the promoter require 
disclosure of track records and other factual materials from which these subjective 
evaluations can he evaluated by the investor. None arc provided. 

5. The partnership agreement slates: "The Equity participation program described herein is 
not considered a public offering or a private offering of securities or a limited partnership 
exempt from registration under and Slate or Federal securities act as the Equity 
participants who become co-owners of any rights to any property purchased, leased or 
lease-held by Rainmaker Realty Partners are co-owners wdlh full control over any 
property purchased, leased or lease-held by Rainmaker Realty Partners?^^ (Emphasis 
original). This opinion is not being given by an independent lawyer or firm, it is being 
given by Dilmaghani, a lawyer acting as a principal in the matter. The opinion is 
designed to give as.surancc to the investor that the investment does not have to qualify 
under slate or federal sccuniies laws but it is based on a statement of facts that arc not 
true. The Equity participants are not "co-owners" and do not have "full control over any 
property purchased. . . 

6. 'fhe so-called ’’highbred jsict aeneral partnership" format utilized by the partnership 
involves substantial risk of loss of the properly upon default of the agent in whose name 
die property is held. There is no discussion of this risk, 

7. There are substantial related party transactions implied in transactions described in the 
website documents. There arc no standards provided for related parly transactions and no 
restrictions on them and no discussion of the risks to the investors capital and eamings 
that these kinds of self-dealing iraiisaciion> involve. 

8. All of the partnership's rights will be dependent upon the "trust" arrangements to be ,set 
up by Dilmaghani. There is no meaningful description of the terms of these '’trusts." 

9. One of the "carrots" offered to investors that makes the Dilmaghani business plan unique 
and favor for investors is convening existing Adult Living facililies into lenancy-in- 
common ownership by iho.se who would otherwise be using Uie facilitie.s for a fee, This 
is supposed to maximize values and transfer investment risk from the partnership to the 
co-tenants. There is no basis given to believe that the New’ York Department of Health 
will approve the conversion of adult living facilities to a tenanis-in-common format. On 
the face of it. doing such a conversion would put on the residents, some or all of whom 
might be .suffering cognitive impainnent. a host of ownership problems and cooperati\’c 
management problems that seem daunting. There are risks associated with the abilii}- oi 


Partnership .Agreement. Rejiistraiion with State f^r Federal Securitio .\eenc\ , 
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prospective inhabitants to pay the kinds of prices required for the Rainmaker lenaiusdn- 
coinmon business model to be successful. Residents of these kinds of' facilities arc often 
impoverished and would be unable to purchase lenants-in-common micrcsts. Tho^e who 
arc not impoverished usually continue to live in their own homes or apartments umil they 
would no longer meet the criteria for the Rainmaker projects (which require relatively 
able residents in order to keep operating costs low). There .should have been a substantial 
discussion of these considerations. 

U). The Rainmaker website asserts how prolilablc operating adult living facilities can be. 

(See footnote 1 7.) No significant presentation is made about the risks to profitability of 
operating such facilities. There is no discussion of levels of profitability being 
experienced by others in the industry who are larger, better financed, and have been at it 
longer than Diimaghani and no discussion of why it is credible that the Dilmaghani 
operation would provide the level of profitability claimed when, if it is achieved, would 
be belter than any of its more established, more experienced, and better capitalized 
competitors. 

11. The Sunken Meadow' facility is described as "...a beautiful residential style facility. 

In fact the facility is a well maintained but cobbled together combination of multiple 
single family residences and additions that have been converted into an adult living 
home. The New York Depai’tment of Health has licensed the Sunken Meadow- facility 
for 37 beds. This is not the 'TOO bed facility" on which the partnership's operating 
profitability model is based.^" 

12. The partnership projections of profitability are based on assertions of cost and 
profitability for w'hich no factual basis adequate to assess whether the projections are 
credible is given. In addition, there is no discussion of the pool of prospects for the 
partnership properties and what they can afford and the risk that the proposed rate 
schedule cannot be met. The projections are also ba.sed on occupancy of LOGO beds. 
There is no discussion of how difficult it will be to reach the 1.0(X) bed level, how 
difficult it will be acquire facilities that are around IGO beds each, or what affect owning 
multiple .smaller facilities like Sunken Meadow's/Kings Park would have on profitability. 

1 3. A guaranteed rate of return on an equity investment is necessarily dependent on the 
financial sirengtli of the promissorand the promise is generally considered a fraud perse. 
Here there is no disclosure of the financial strength of any Rainmaker entity or the 
Funnan law firm. 


Documt-nis Reviewed. Ireni4, 

'■ Weiconie lo Rainmaker page of Rainmaker w'ebstie. Rainmaker Projections. 
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Addendum Three 

Kriteman Emails 


^ Jn r :o purchase res iderrcial properties and cc-rivert r.her. to 
.jrs] c h .-^e facilities. We were promised copies cf the deeds months 
ago and I have personally requested this information without success. 
Any help you could provide would be much appreciated. 

Thanks. 
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Subj: FW; Help 

Date: 6/10/2005 1 .23:57 PM Pacific Standard Time 

From- 

To: . 


— Original Message — 

From: jkriteman@synergyconsulting.info 
[mailto;jkriteman@synergyconsulting.info] 
Sent: Monday, June 06, 2005 9:25 AM 
To: minkow@integrity.com 
Subject: RE: Help 


Barry, 

I have pasted an email that was sent back in April and I can FAX you the 
paperwork that we have received to date (approx. 30+ pages). What is 
your FAX number? 

Dear Rainmaker Partner: 

We have sent your April 1 . 2005 interest payment early based upon the 
fact that Liz Checo our compliance manager who is in charge of sending 
out the checks, will not be in the New York City office on the 31st 
which is the usual mailing day. 

Liz will be in LaHabra with our inspection team. Note: As usual all 
checks are dated the first of the month, in this case APRIL 1 , 2005 be 
sure to deposit same on the appropriate date. 

Also enclosed with the mailing you will find a copy for each partner of 
the Kings Point purchase agreement which is the new property we own in 
New York. You will see that the documents carry an addedum which 
identifies every partner of record as of March 23, 2005, which will be 
recorded on the deed. The Kings point purchase removes the Belle Harbor 
property from our portfolio as part of the exchange you previously 
approved. After reading the documents please e-mail your vote. All you 
need to do is say in your e-mail is KINGS POINT APPROVED or KINGS POINT 
REJECTED, I cannot close or apply for a license until you vote so please 
do so ASAP. 

The Strawberry Hill property contained mechanical systems failures which 
resulted in our rejecting the facility as being to expensive to 
rehabilitate. Kings point was our second choice from the Strawberry hill 
search efforts and was purchased at very agreeable terms. 

The St. Josephs Hospital facility continues in the mix, however it has 

LUST problems. LUST stands for LEAKING UNDERGROUND STORAGE TANKS. The 

facility also has asbestos tile on the floor and lead paint. These 

problems are not deal killers in and of themselves. It means that the 

$15 Million price tag will have to be reduced by about $2,5 million to 

cover all the repairs and E.P.A. problems. 

We are also investigating a new facility in Connecticut just up the road 
from Strawberry Hill, This is a fully operating facility and meets our 
needs in all aspects. When we get the paperwork I will then call for an 
E-Mail vote on this proposed purchase. 


Friday, June !0. 2005 .America Online; MRK CON 2 
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When I take on the task of investigating a new property I am careful to 
lead the team in a manner that protects our money. I look into every 
nook and cranny. Once 1 find the problems (Almost every old building has 
problems) I then make a decision. The process takes time but. I will not 
take on a facility if the plant and equipment or the numbers do not 
make sense from an investment standpoint. 

The New Furman Law Offices are open in long beach. Address and telephone 
numbers for the new office may be found by going to the new one stop web 
site VWWV.FURMANLAWNYC.COM the addresses for all Furman Offices appear on 
the first page to your right after the flash intro. 

The partnership will officially close on April 1, 2005, at 12:01 AM. 

Those of you wishing to make an additional subscriptiton must contact JJ 
Conway at 301-831-7700 before the period of expiration. 

JJ is also launching the new TIC Bed Sales unit in Long Beach. We will 
now move forward with sales of the beds in our facilities for all TIC 
clients. (TIC means TENANTS IN COMMON) If you know anyone who may be 
needing assisted living space please call JJ or refer the person to JJ. 

Existing partners who refer TIC clients will receive 25 BONUS UNITS free 
of cost is the referral purchases a TIC bed. 

Finally, the inspection team will be in Lahabra on Thursday March 30, 
and Friday March 31 , 2005. You are invited to lour the facility on 
Friday March 31 , 2005 at 1 :00PM. 

The address for the facility is The Gardens at Lahabra, 200 W. Whittier 
Blvd, LaHabra California, 90631. To find the facility go to MAPQUESTCOM 
and input your address as well as the address above and your computer 
will plot the quickest route for you. 

This time is tentative and may change as the current owners are 
concerned over a large group coming in. If the time changes we will let 
you know by e-mail. 

In any event please do not disturb the residents while you are in the 
facility. 

If you have any question please call me at 646-375-2348. 

HAPPY PASSOVER and EASTER TO ALL OF YOU, 

Thank you. 

Sid Levine 
Project Manager 
For ALireza Dilmaghani 
Managing Member/Partner. 

Josh Kriteman 
Synergy Consulting. LLC 
310.264.6124 


— Original Message — 

From: Barry Minkow [mailto:minkow@integrity.com] 
Sent: Monday, June 06, 2005 6:55 AM 
To: jkrj(eman@synergyconsulting.jnfo 
Subject: RE: Help 

Hey Josh; 


Friday, June 10. 2005 America Oniine: MRK CON 2 
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I may be interested in your situation because I am currently looking 
into 

another company that buys and refurbishes houses at high returns. Do 
you 

have any paper work on this deaf? Promised returns in writing, etc 
Also, 

how many others have invested in it? Please let me know and thanks. 

My best to you 

Barry 


Original Message 

From: Josh Kriteman [mailto;jkriteman@synergyconsuiting.info] 
Sent; Sunday, June 05, 2005 9:26 PM 
To; info@frauddiscovery.net 
Subject: Help 


My wife and I are small time investors who recently distributed a 

signficant 

sum 

(for us) to a company by the name of Rainmaker Realty, They are an LLC 
based in 

New York that provides a signifacant return on invested assets (30%), 

They 

claim 

to purchase residential properties and convert them to nursing home 
facilities. We 

were promised copies of the deeds months ago and I have personally 
requested 

this information without success. Any help you could provide would be 
much 

appreciated. Thanks. 


Sent via the WebMail system at synergyconsulting. info 
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200 Belle Harbor Residents, Lew Simon Sued 
For $10 M 



This house on the corner of 
Newport Avenue and Beach 134 
Street is at the center of the 
controversy. 


.An elderly Belie Harbor properts' 
owner has filed a $10 million 
lawsuit against 200 neighbors, a 
local politician and a list of city 
official-S claiming they violated 
her civil rights. The Wave has 
learned. 

.Attorneys for E.stelle Simon say 
the City- of New York, the 
Department of Buildings. 
Democratic District Leader Lew 
M. Simon and 200 as yet 
unnamed Rockaway 
residents "engaged in conduct 
wherein they violated the 
plaintiffs rights." according to a 
14-page suit filed in U.S. District 
Court in November. 



All III-' 



Search 
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:oo5 

Thi* Wave Piihlishfng 
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All Rights Reserved 

F.mail i s 

[ Poll I 


What times do 
you think are 
reasonable for 
access to the 
boardwalk? 

6 a.m. to 
if) p.in. 

6 a.ni. to 
midnight 
no 

restrictions 

Vote 


District Leader Simon has dismissed the suit. w.hich was assembled in 
such haste that "United States" is misspelled, calling it "frivolous." DOB 
spokesperson Jennifer Givner said Corporation Counsel was reviewing 
the complaint on behalf of the city. 

At the center of the issue is the eld-erly woman's one-family home at 
402 Beach 1 34 Street, w hich drew the at-teniion of community 
members when signs seeking 40 investors at .$10,000 apiece for a 
condominium or elder-care facility at that location popped up on its 
front lawn in early 2004. 

A group of Belle Harbor residents, who don’t want to see a one-family 
home turned into a multi-unit struc-ture, filed complaints with the DOR 
and sent petitions to elected officials. They also petitioned Community 
Board 14. since its members w'ould be in the position of approving or 
denying any reque.st for a variance. 


Fliers catling for vigilance among neighbors - specifically citing the 


http://w\vH.rocka»ave.coni/news/2004/12.>LT'ront_Page/003.html 


6 / 10/2003 
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Subj: FW: Help 

Date; 6/10/2005 1:23:54 PM Pacific Standard Time 

From: 

To: 


— Original Message — 

From: jkriteman@synergyconsulting.info 
(mailto:jkriteman@synergyconsulting.info] 
Sent: Monday, June 06, 2005 10:45 AM 
To: minkow@integrity,com 
Subject: RE: Help 


My cell is 310.562.5432, work number is below. I'm at work now. 

Josh Kriteman 

Synergy Consulting, LLC 

310.264,6124 


— Original Message — 

From: Barry Minkow [mailto:minkow@integrity.com] 
Sent: Monday, June 06, 2005 10:42 AM 
To: jkriteman@synergyconsulting,info 
Subject: RE: Help 

What is the best number to reach you at? 

— Original Message — 

From: jkriteman@synergyconsulting.info 
[mailto:jkriteman@synergyconsulting,info] 

Sent: Monday, June 06, 2005 9:25 AM 
To: minkow@integrity.com 
Subject: RE: Help 


Barry, 

I have pasted an email that was sent back in April and I can FAX you the 
papenwork that we have received to date (approx. 30+ pages). VJhsA is 
your FAX number? 

Dear Rainmaker Partner: 

We have sent your April 1 , 2005 interest payment early based upon the 
fact that Liz Checo our compliance manager who is in charge of sending 
out the checks, will not be in the New York City office on the 31st 
which is the usual mailing day. 

Liz will be in LaHabra with our inspection team. Note: As usual all 
checks are dated the first of the month, in this case APRIL 1, 2005 be 
sure to deposit same on the appropriate date. 

Also enclosed with the mailing you will find a copy for each partner of 
the Kings Point purchase agreement which is the new property we own in 
New York. You will see that the documents carry an addedum which 
identifies every partner of record as of March 23, 2005, which will be 
recorded on the deed. The Kings point purchase removes the Belle Harbor 

Friday, .tune 10. 2005 America Online; .MRK CON 2 
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property from our portfolio as part of the exchange you previously 
approved. After reading the documents please e-mail your vote. All you 
need to do is say in your e-maii is KINGS POINT APPROVED or KINGS POINT 
REJECTED, I cannot close or apply for a license until you vote so please 
do so ASAP, 

The Strawberry Hill property contained mechanical systems failures which 
resulted in our rejecting the facility as being to expensive to 
rehabilitate. Kings point was our second choice from the Strawberry hill 
search efforts and was purchased at very agreeable terms. 

The St. Josephs Hospital facility continues in the mix. however it has 

LUST problems. LUST stands for LEAKING UNDERGROUND STORAGE TANKS. The 

facility also has asbestos tile on the floor and lead paint. These 

problems are not deal killers in and of themselves. It means that the 

$15 Million price tag will have to be reduced by about $2.5 million to 

coverall the repairs and E.P.A. problems. 

We are also investigating a new facility in Connecticut just up the road 
from Strawberry Hill. This is a fully operating facility and meets our 
needs in all aspects. When we get the paperwork I will then call for an 
E-Mail vote on this proposed purchase. 

When I take on the task of investigating a new property I am careful to 
lead the team in a manner that protects our money. I look into every 
nook and cranny. Once I find the problems (Almost every old building has 
problems) I then make a decision. The process takes time but, I will not 
take on a facility if the plant and equipment or the numbers do not 
make sense from an investment standpoint 

The New Furman Law Offices are open in long beach. Address and telephone 
numbers for the new office may be found by going to the new one stop web 
site WWW.FURMANLA WNYC.COM the addresses for all Furman Offices appear on 
the first page to your right after the flash intro. 

The partnership will officially close on April 1, 2005, at 12:01 AM. 

Those of you wishing to make an additional subscriptiton must contact JJ 
Conway at 301-831-7700 before the period of expiration. 

JJ is also launching the new TIC Bed Sales unit in Long Beach. We will 
now move forward with sales of the beds in our facilities for all TIC 
clients. (TIC means TENANTS IN COMMON) If you know anyone who may be 
needing assisted living space please call JJ or refer the person to JJ. 

Existing partners who refer TIC clients will receive 25 BONUS UNITS free 
of cost is the referral purchases a TIC bed.. 

Finally, the inspection team will be in Lahabra on Thursday March 30, 
and Friday March 31 . 2005. You are invited to tour the facility on 
Friday March 31, 2005 at 1:00PM, 

The address for the facility is The Gardens at Lahabra, 200 W. Whittier 
Blvd. LaHabra California, 90631. To find the facility go to MAPQUEST.COM 
and input your address as well as the address above and your computer 
will plot the quickest route for you. 

This time is tentative and may change as the current owners are 
concerned over a large group coming in. If the time changes we will let 
you know by e-mail. 

In arty event please do not disturb the residents while you are in the 
facility. 


Friday, June 10. 2005 America Online; MRK CON 2 
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If you have any question please cal! me at 646-375-2348. 

HAPPY PASSOVER and EASTER TO ALL OF YOU 

Thank you, 

Sid Levine 
Project Manager 
For ALireza Dilmaghani 
Managing Member/Partner. 

Josh Kriteman 
Synergy Consulting. LLC 
310,264.6124 


— Original Message — 

From: Barry Minkow (mailto:minkow@integrity.com] 

Sent: Monday, June 06, 2005 6:55 AM 
To: jkriteman@synergyoonsulting.info 
Subject: RE: Help 

Hey Josh: 

I may be interested in your situation because I am currently looking 
into 

another company that buys and refurbishes houses at high returns. Do 
you 

have any paper work on this deal? Promised returns in writing, etc. 
Also, 

how many others have invested in it? Please let me know and thanks. 

My best to you 

Barry 


— Original Message — 

From: Josh Kriteman [mailto:jkriteman@synergyconsulting info] 
Sent; Sunday, June 05, 2005 9:26 PM 
To: info@frauddiscovery.net 
Subject: Help 


My wife and I are small time investors who recently distributed a 

signficant 

sum 

(for us) to a company by the name of Rainmaker Realty, They are an LLC 
based in 

New York that provides a signifacant return on invested assets (30%). 

They 

claim 

to purchase residential properties and convert them to nursing home 
facilities. We 

were promised copies of the deeds months ago and I have personally 
requested 

this information without success. Any help you could provide would be 
much 

appreciated. Thanks. 


Sent via the WebMail system at synergyconsulting.info 


Friday. June 10. 2005 America Online; MRK CON 2 
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Subj FW: Rainmaker 

Date: 6/10/2005 1 23.45 PM Pacific Standard Time 

From .... 

To: 


Original Message 

From: jkriteman@synergyconsu!ting.info [mailto:jkriteman@synergycon5ultlng.info] 

Sent: Monday, June 06^2005 3;15 PM 
To: minkow@integrity.com 
Subject: Rainmaker 

Barry. 

Here is the info you requested on the broker; 

James Joseph Conway 
100 Oceangate 14th floor 
Long Beach, California. 90802 
Telephone; (562)-216-5088 

The address of the facility in New York is (it is supposedly titled to Rainmaker Managed Living. LLC) 

121-125 West Main Street 
Kings Park, NY 11754 

My wife is going to meet with the broker tomorrow afternoon in Long Beach, is there anything she should ask him 
specifically? She also contacted Sid Levine at Rainmaker, he indicated that the property in La Habra hasn't 
dosed yet due to “1031 exchange deals/issues". When she asked about a financial statement he said we would 
have it by the end of June. Their new website is rainmakerlifecare.com; had some time at lunch and discovered 
this article as well; 

Thanks again for your help. 

Josh Kriteman 
Synergy Consulting, LLC 
310.264.6124 


Friday, .fune lO. 2005 America Online: MRK CON 2 
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Subj FW: Rainmaker newspaper ad 

Date: 6/10/2005 1:24:33 PM Pacific Standard Time 

From 

To: , , 


Original Message 

From: ikriteman@synergyconsulting.info [mailto:jkriteman@synergyconsulting.info] 

Sent: Tuesday, tune 07, 2005 11:18 AM 
To: minkow@integrity.com 
Subject: RE: Rainmaker newspaper ad 

January ../u. 

Josh Kriteman 
Svnergv Consulting, LLC 
310,264 6124 

Original Message 

From: Barry Minkow [mailto:minkow@integrity.com] 

Sent: Tuesday, June 07, 2005 11:13 AM 
To: jkriteman@synergyconsulting.info 
Subject: RE: Rainmaker newspaper ad 

One mors Wing, Do you have the date this ran' 

Original Message 

From: jkriteman@synergyconsulting.info [mailto:jkriteman@synergyconsulting.info] 

Sent: Tuesday, June 07, 2005 10:32 AM 
To: minkow@integrity.com 
Subject: Rainmaker newspaper ad 

Barry, 

My wife found the adl It was in the Los Angeles Times Classified section under Investment 
Opportunities. It reads; 

30 Year Old Successful Law 
firm Seeks Partners in 6 new 
Assisted Living RE develop- 
ments, Hi-yield return, Inv 
Guar by TrustDeed $50 min 
Call Mr. Green 310.831.7700 

Josh Kriteman 
Synergy Consulting. LLC 
310,264.6124 


Friday. .lune 10. 2005 .America Online: MFLK CON 2 
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Subj: FW: Rainmaker newspaper ad 

Date: 6/10/2005 1 :24:18 PM Pacific Standard Time 

From: . 

To: ■■ ■ 


— Original Message 

From: jkriteman@synergyconsulting.info [mailto:jkriteman@synergyconsulting.infoj 

Sent; Tuesday, June 07^ 2005 11:30 AM 

To: mlnkow@integrity.com 

Subject: RE; Rainmaker newspaper ad 

On the way 

Josh Kriteman 

Svnerqv Consuitina. LLC 

310 . 264,5124 


Original Message 

From: Barry Minkow [mailto:minkow@integrity.com] 

Sent: Tuesday, June 07, 2005 11:25 AM 
To: jkriteman@synergyconsulting.info 
Subject: RE: Rainmaker newspaper ad 

Nice Josh -now a copy by tex if you can , 

Original Message 

From: jkriteman@synergyconsulting.info [m3ilto:jkriteman@synergyconsulting.info] 

Sent; Tuesday, June 07, 2005 11:18 AM 
To: minkow@integrity.com 
Subject: RE: Rainmaker newspaper ad 

January 30, 2005/ 

Josh Kriteman 
Synergy Consulting LLC 
310,264,6124 

Original Message 

From: Barry Minkow [mailto:minkow@integrity.com] 

Sent; Tuesday, June 07, 2005 11:13 AM 
To: Jkriteman@synergyconsulting.info 
Subject: RE; Rainmaker newspaper ad 

One mere thing. Do you have the date this ra-'i? 

— Original Message 

From: jkriteman@synergyconsultlng.info 
[mailto:jkriteman@synergyconsulting.info] 

Sent: Tuesday, June 07, 2005 10:32 AM 
To: minkow@integrity.com 
Subject; Rainmaker newspaper ad 

Barry. 

My wife found the ad! It was in the Los Angeles Times Classified section under 
investment Opportunities. It reads: 


Friday. June 10. 2005 .America Online: MRK CON 2 
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30 Year Old Successful Law 
firm Seeks Partners in 6 new 
Assisted Living RE develop- 
ments, Hi-yield return, Inv 
Guar by TrustDeed $50 min 
Call Mr. Green 310,831,7700 

Josh Kriteman 

Synergy Consulting. LLC 

310.264,6124 


Friday. June 10. 2005 America Online: MRK CON 2 
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Addendum Four 

Corporate Records 


THIS DATA IS NOT AN OFFICIAL RECORD OF THE DEPARTMENT OF STATE OR THE STATE 
OF NEW YORK. LEXISNEXIS IS NOT AN EMPLOYEE OR AGENT OF THE DEPARTMENT OF 
STATE OR THE STATE OF NEW YORK. THE DEPARTMENT OF STATE DISCLAIMS ALL 
WARRANTIES, EXPRESS OR IMPLIED, REGARDING THIS DATA. 

NEW YORK DEPARTMENT OF STATE 

Company Name; RAINMAKER MANAGED LIVING SMHC KINGS PARK LLC 

Process Address; 

THE LLC 

116 W. 23RD STREET, STE. 500 
NEW YORK, NY 10011 


Type; DOMESTIC LIMITED LIABILITY COMPANY 
Status; ACTIVE 

Status Comment; INCORPORATION/APPLICATION FOR AUTHORITY/ARTICLES OF 
ORGANIZATION/NOTICE OF REGISTRATION 

Standing: NOTE: GOOD STANDING STATUS CAN ONLY BE DETERMINED BY PERFORMING A 
SEARCH IN THE RECORDS OF BOTH THE DEPARTMENT OF STATE CORPORATION RECORDS 
AND THE DEPARTMENT OF TAX AND FRANCHISE. 

Filing Date: 4/21/2005 

Duration; PERPETUAL 

County: NEW YORK 

Date of Incorporation/Qualification: 4/21/2005 
Registered Agent; ANTOINETTE M. WOOTEN, ESQ. 

Registered Office: 

116 W. 23RD STREET, STE. 500 
NEW YORK, NY 10011 

Corporation Number: 3194166 

Microfilm Number: 050421000222 

History: 

Type: ARTICLES OF ORGANIZATION (DOMESTIC LIMITED LIABILITY COMPANY) 

Effective Date; 4/21/2005 
Microflim Number: 050421000222 
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THIS DATA IS FOR INFORMATION PURPOSES ONLY. CERTIFICATION CAN ONLY BE 
OBTAINED THROUGH THE SACRAMENTO OFFICE OF THE CALIFORNIA SECRETARY OF 

STATE. 

CALIFORNIA SECRETARY OF STATE, LTP/LLC RECORD 

Company Name: RAINMAKER MANAGED LIVING LLC 

Business Address; 

100 VILLAGE SQUARE CROSSING 103 
PALM BEACH GARDENS, FL 33410 

Type: DOMESTIC FILING 
Status: ACTIVE 
Filing Date: 1/27/2005 

State or Country of Incorporation: CALIFORNIA 
Registered Agent: JJ CONWAY 

Registered Office: 

1129 W 2ND ST 
SAN PEDRO, CA 90731 


Members, Managers, Partners: 

Management: ALL MEMBERS ARE MANAGERS 


Filing Number: 200503110012 


THIS DATA IS FOR INFORMATION PURPOSES ONLY. CERTIFICATION CAN ONLY BE 
OBTAINED THROUGH THE SACRAMENTO OFFICE OF THE CALIFORNIA SECRETARY OF 

STATE. 

CALIFORNIA SECRETARY OF STATE, LTP/LLC RECORD 
Company Name: RAINMAKER MANAGED LIVING MORTGAGE GROUP 41505 LLC 


Business Address; 

116 W 23RD STREET STE 500 
NEW YORK, NY 10011 


Type: DOMESTIC FILING 
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Status; ACTIVE 
Filing Date: 4/26/2005 

State or Country of Incorporation; CALIFORNIA 
Registered Agent: JAMES CONWAY 

Registered Office: 

1129 W 2ND STREET 
SAN PEDRO, CA 90731 

Members, Managers, Partners: 

Management: ALL MEMBERS ARE MANAGERS 

Filing Number: 200511910004 
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Copyright 2005 ALM Properties, Inc. All Rights Reserved. 
New York Law Journal 

January 14, 2005, Friday 


SECTION: DECISIONS; Pg. 25 

LENGTH: 163 words 

HEADLINE: Appellate Court Decision; 

By Santucci, J.P.; Miller, Spolzino and Skelos, JJ, 

BODY: 

People, etc., res, v. Daniel Mathison, ap Motion by Alireza Dilmaghani, the attorney 
probating the will of Daniel C. Furman, to relieve The Furman Law Firm as the attorney for 
the appellant on an appeal from a judgment of the Supreme Court, Kings County, rendered 
September 9, 2003, and for the assignment of new counsel to represent the appellant on 
the appeal. 

Upon the papers filed in support of the motion and the papers filed in relation thereto, it is 

ORDERED that the branch of the motion which is to relieve The Furman Law Firm is denied 
as unnecessary [see CPLR 321[c]]; and it is further, 

ORDERED that the branch of the motion which is for the assignment of new counsel is 
denied; and it is further, 

ORDERED that on or before March 4, 2005, the appellant shall either retain new counsel and 
notify this court in writing that new counsel has been retained, or move for the assignment 
of counsel. 

SANTUCCI, J.P., S, MILLER, SPOLZINO and SKELOS, Jl., concur. 

LOAD-DATE: January 24, 2005 


SUPREME COURT CIVIL SUITS FOR NEW YORK COUNTY, NEW YORK 
CASE-NAME: KYLER, SEAN 

V. 

FURMAN, DANIEL C. (THE ESTATE OF) AS SOLE PROPRIETOR OF THE 
DEFUNCT FURMAN LAW FIRM OF NYC AND ALIREZA DILMAGHANI, INDIV, 
AS GEN. COUNSEL FOR THE NOW DEFUNCT FURMAN LAW FIRM OF NYC, AND 
AS PROBATE COUNSEL FOR THE ESTATE OF DANIEL C. FURMAN AND L. 
PAMELA CHECO, ET AL. 

STATUS: ACTIVE 

ACTION: OTHER 

REQUEST FOR JUDICIAL INTERVENTION: 02/14/2005 
INDEX-NUMBER: 4001862005 


JUDGE: ACOSTA, ROLANDO T. 
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: Bar AsMiuiaiiuns 


This message has been scanned for known viruses. 

From; 

Barry Minkow 


To; 

mrkcon2{g>aoi.com 


Subject: 

FW: Bar Associations 


Date: 

Sat, 11 Jun 2005 15,22.16-0700 



T It t ' 


I riritiliy :,:cnf Alirer.-H’?: NY Bax Associ jtic-n. I ccuid net, nowav^-v, 
find anything for Sydney Lr-'-’ine - but he’s listed on the ?i.irinv=iri website as 
an 'rtcient fox the Hana'.iisig Partner.' Be may not even be an attorney at ail. 
Also, I oould not; iin-1 anythi.'vg in NY for Antoinette Wooten - though I 
bf/lisve she’s in the NJ B-ar Associatiors 'NJ unfortunately doesn't post, their 
mer(d,'>ers'; . 


New York State Attornry I'-irectory - Search r'etaii 
a.s of 06 /C'S/ 200 h 


Pegi.'-'t: rat ioxi Nuitber : t:.4 >7 

A L i: RE Z A D r I, MAG H A'M I 
F^IRE-JAN LAW FIRM 
lie K 2Z?l) 3T FL STH 

NEW YORK NY 10011 

(646; 3T5-:26? 

Year Aditiitted in WY: 199” 

-Aijpe.! late Divi si or; 

Department of Admission : 

Law School; BRIGHAM YOUNG U 
F.egistration Status: Currently registered 
Next Reciistration : [;ec 2005 


http;/ d04.webmail. aol.com/display -message.aspx 


6/16/2005 
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Addendum Five 

Copy of Newspaper Ad 


30 Year Successful iaw 
firinSeeiffi Piters iflSAew 

in'ents/ Hl-jS&ls feto 

Guarifeytru^eEasso^aste : 

Can Mr; 


m. 




stju^t ftr sf^-w CfJWslJao 
,. -If ®to;#asi'y ; 


pmammmxnsf'ipe 
ms, 
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Kamniaker Managed Living LL.C ADDENDUM SlX 

Web Site 

Rainmaker Managed Living, LLC 


Home 1031 Independent Living Realty Partners Mortgage Partnt 


ilaiif maker Maiiaged living I.JXl 
Corji-orate Legal Department 

Hollo, my name is Aliresia Dilmagliani, I 
am an attorney licensed in the State of New 
York. I am General Counsel of ITie 
Rainmaker Managed Living, J.LC, 

Corporate t.egal Dcpartnienl. 

Prior to joining Rainmaker Managed 
Livijig, Lt,C, I worked at the t 'urman Law 
Firm in New Y'ork City, which was operated by the 
late Daniel C. Forman, Esquire, Attorney at Law, 
who passed away on March 17, 2004 . 1 was a staff 
attorney with the Furman latv Finn and assumed 
the role of interim General Counsel of the Furma n 
Law Firm, for the purpose of administering the 
Furman Estate from the date of Mr. Furman's 
passing until November t6, 2004, w'hen tlie 
Ihirmaw Law Firm ceased operations, as dictated 
bv law due to Mr. Furman's death. 



MAIN OFFICE NEtV VORI 
Rainmaker Managed Livit 
Headquarters Corporate 1 
Department 

J16 W. 23rd Street Corner 
Avenue 

Fifth Floor, Suite 300 
New York. NY toon 
(646) 37 .';- 22(>9 

NEW JERSEY OFFICE 


I administered the Furman estate and had 
ministerial control of the estates as.sets w hich 
included the Furman l,aw F'irm and other legal 
and real estate entities wherein Mr. Furman had 
an intere.st. The estate now has a court appointed 
guardian ad litem who will have oversight 
regarding the heirs of the estate. 

The name Furman Gtw Firm may no longer be 
utilixed by operation of law as the name partner is 
deceased, llie Furman I, aw Firm attorneys and 
their expm-tise have been absorbed by the 
corporat e legal department of Rainmaker 
Managed Livng, LLC, so that we will be in full 
comidiance with the Rules of the Surrogate's Cotu’t 
as they apply to the estate and the ethics rules of 
tlie Supreme Com-t of the .Sta te of New York. 


Rainmaker Managed Livii 
New Jersey Corporate Ix-g 
Department 

744 Broad Street, 16th Hoc 
Newark, New‘ Jer.sey 0710; 
Telephone: (q7;i) 7,35-272,= 


CALI l<-ORNlA OFFICE 
Rainmaker Managed l ivii 
West Coast Corporate teg 
Department 

100 Oeeangate 14th floor 
Joog Beueh, Califoroiti, 91, 
Telephone: (s(»2'i-2tp-508 


http://www.raimnakerlifccare.com/hoiiic.hlm 


fiWPOnS 



Rainmaker Managed laving LIX' 


'I'he sixpeiiise and level of tledicalifin previfRish 
evhibiicd by Ibe fbroier Ibn'inan Law Fimv have 
no! been dimtuished hi any way, by my transition 
Ut corjiroatt touiisei at Rainmaker Managed 
tiviig, (,1 .C. My staff a nd ! are here In serve your 
needs wiOi liie same expertise, proi’cssionalisni, 
dedication and carefnl consideration you have 
come to expect. 

Please feel free to conlaet me at 646-375-^:2(19 or 
li-inail me at RMLCORI*LEGAl,((i)aol.com. 'riiatik 
you, 

© Copy right 2005, Rainmaker Managed laving, 
LLC, All rights Reserved 


http://www,rainmakerlifecare.com/home.htm 



Raitirnakei ! 03 1 Exchange 



1 

Home 

si 

Power of Rainmaker 


1031 Requirements 

Rainmaker Managed living T.LC [California] 

1031 Types 

is a i03i-T.l.C.[T’cnaney in Common] program 

Contact Us 


operated under tlie expertise and professional guidance of Rainmaker 
Managed Living LLC Managing Member Alireza Oilmaghani, Esquire, Attorney 
at Law, General Counsel «)f the Furman and Oilmaghani P.C. Law firm of Ncw 
^'ork City. The Itirman and Oilmaghani P.C. taw firms legal staff, nianage.s all 
of the combined Rainmaker Programs nationally giv-ing you a safety net never 
before experienced in any 1031 exchange progranu Your hard earned assets 
ai*e backed by the well earned reputation and professional license of a highly 
experienced and caring real estate attorney. 

Raintniiker Managed Living LLC [California J utilizes ii T.l.C. concept for the 
financing and management of Independent Living, Assisted 1 Jving, Nursing 
Home, Retirement Communities and Life Care properties nationwide. The 
program allows any size exchange ft-om a minimum of » 2.50.000.00 to 
$2.5,000,000.00. Each exchange involves units in one of more faeilites. These 
units are managed by Rainmaker Managed I.iving l.LC under a master lease 
that pays you a minimum of 25% interest annually which you receive monthly 
in your mail box or if you .so desire wired directly into yoxir bank aeeoiint. 

You will di.seover that the Rainmaker Miuiagcd Living LI.C (California] 1031- 
T.I.C. program, when coupled with the guaranteed tnininmm aimual retnrn of 
25% interest, paid monthly, allow's you to safely pot your money to work for 
you earning a secure, guaranteed rate of return that you will love. 

Utililizing the Rainmaker Managed living 1 ,LC I.CaUfornial 1031 - T.l.C. 
program you liave an opportunity to join Rainmaker and share in the following 
benefits: 


hi:tp://www-rajnmakerlifecare.com/rammakerl 03 l/ 


6/9/2005 



Rainmaker !(l3! Hxchangc 


“ 25% Guaranteed Aoiuia! interest 
paid monthly. 

° The security of high Qtialily real estate investments in nationally 

recognized high grotrth areas including Southern California & New York 
City real estate. 

° Risk free participation through the Rainmaker Managed Living IXC. 
[CaliforniiiJ 

° The ability to cash out at anytime. 


http://www.rainmakerlifecare.coiii/rammakerl031/ 


6/9/2005 
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Slreiiglh ot Riunmakcr 



Home 

Power of Rainmaker 
1031 Requirements 
1031 lypes 
Contact Us 


“ Fi fun slai't l<> finish, the Rainniaker team 
is on your sidc.Long before you actuallv' 
sell your current property the Rainmaker 
learn is hard at work strucUiring custom designed packages to suit your 
needs. 

° The Rainmaker team assists yt>ii in locating a qualilied intermediary to 
hold your assets, (inetmediaries are also known as Aeettmodator.s or 
Facilitators]. 

° The Rainniaker team makes sure that your 1031 needs meet the 

requirements of IR<,' Section 1031 as sot forth in Starker \ . Commissioner 
(60a F.ad 1341 11979]). 

® 'fhe Rainmaker team assists you by offering vai’iotis properties under 
what is commonly referred to as the Three property clement so that you 
will have various properties available for your consideration and decision 
that: suit your financial and tax needs. 

® The IRS requires an investor to identify the replacement properly(s) 
within 45 days from closing on the sale of a relinquished property. The 45 
Day Identification Period begins on tlie closing date, and the replacement 
property must be properly identified in a letter signed by the Exchanger 
and received by the Qualified Intermediary. Closing must be within 180 
days between the sale of the relinquished property and the purchase of 
the replacetnent property. ITIE 180 days also runs from the closing date 
thus the actual math is 45 days plus 135 days. 

“ Rainmaker state of the art expertise: 

° Rainmaker's Foremost Acquisition Team: 

® Rainmaker’s potential for uncommon property performance and profit 
starting with the initial "buy." 

° Rainmaker's fop night acquisition team is composed of top shelf legal and 
real estate professionals with decades of disciplined integrity legendary 


http://www.rainmakerlifecare.coni/rainm:ikerI03I/rainmaker-strenethhim 
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Sirenglh of Rainmaker 


value hiiiiliiig expei’lme as p.ro{>crty buyers. 

“ Kaininaker's war chest allows Rainmaker to be a fa.sl . alt cash buyer. 

° Raiumaker is viewed by brtikers and seller's as a "Buyer of Choice," 

® Rainmaker’s foremost As.sct Managcnient I'eaiu: 

® Rainmaker's Extensive- 

experience in !idvi,sing clienLs in 
the buying and turning around 
of value-added properties in 
markets nationwide. 

“ Rainmaker's officers eo-invest 
in each project. 

® Rainniakcr will never market a 
program unless the officers of 
Rainmaker prove the programs value by investing in the program. 

“ Rainmaker subscribers enjoy the benefiLs of all these ingredients, which 
very few if any of our peers bas the ability t»> match. 



http://www.rainmakerlifecare.coiin/rainmakerl03l/rainmaker-strenHtli,htm 


fi/gnms 
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Rainmaker 103 1 Requirenieins 




Home 


Power of Rainmaker 

The Rainmaker Realty Partners I'enant in 

1031 Requirements 

Common |T,1-C.] 1031 program is a form of 

1031 Tj^ies 

holding title to real property. It allows the 

Contact Us 


owner/ owners to own an undivided fractional interest in the entire property. 
In addition, it has become the preferred investinettt v ehicle for real properly 
investors who wish to defer capital gains via a 1031 exchange and own real 
property without the management headaehes. 

? li-3{hn-\ i n ^ r.iv I h i iu ■rfiei.st;- iht‘ |>r*|ni t ■ i ■'■■■■■■; j.) t.);: ■ i . 

® The investment propertv' marketplace is ovei- 4 trillion dollars 
° In California, 90% of all investment properties listed and sold over 3 
million dollar.s were involved in a §1031 Tax-Deferred Exchange 
® Most non-institutional investors, (individuals,) arc not familiar with the 
strict provisions of the IRC §1031 
® Owner age shift: 170,000 reach the age of 65 daily 

OisiHl'i ,unagv'x oi t (>0 vCi'itiomd Ditmcl < iv\ lu vviujt i- vil'iangr 

® I nw'cr returns on less desirable properties 
° Difficult to comply w ith § 1031 45-day nde 
® lixchangcr must locate property. 

® Difficult to match S 1031 exchange debt and eqtiity 
® liiviestor must negotiate and arrange loan 
* Expensiv e and time-eonsnniing property management 
® I'.asli flow, depreciation, and appreciation potential 
® Ability to use the § 1031 exchange again 
® Ability to reRnance and distribute proceeds “tax free” 


http://www.rainmakerlifecaie.com/rainmakerl031/1031-reguiremerrs ‘-f- 
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Rainmaker 1031 Rcquircniems 


' Higliei retiii-ns on inslilHtional-quality pj'operties 
“ lias) ki noiiipl)' witli § JO;-{t 45-<lay 10 rales 
' Rainmaker provides properties 
^ Easy to match S 1031 exchange debt and efpiitx 
® Rairtmiiker Prearranged financing 
® PrttfessionaJ properly management 
® Cash flow, depreciation, and appreciation potential 
® Ability to use the S 1031 exchange again 
° Ability to refinance and distribute proceeds “tax free" 


http://www.rainmakeriifeca-e.com/i'ainmakerl03 1/103 l-rert!=rer'p~>« 


/OnAri,; 
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Rainmaker "! ypes 


! » \ ! I S U f , i =( 1 < i ' ' ' 


SiJ’' ! i r il? lifiiitii y 

111 a delayed exchange under Section 1031, 

Ac property eiurently owned is called the 
"relinquished" property and must be 
exchanged for like-kind "replacement" properly 

Wile: 

Properties must be held for investment or used in a business. The IKS uses 
the term "like-kind" to describe the type of properties ihal qualify . This 
definition covers a xast variety of developed and undeveloped I'eal estate. 
Properties which are clearly nf>l like-kind are "held for sale." 'file relinciiiished 
and rcplaeemenl properties need not have identical functions (i.e. both be 
apartment ctmiplexe.s or commercial strip centers). 

tUy, jy i i’:' Vi,{;*'i ; \ ' Tviu: 

The IRS requires an investor to identity the replacement property'(s) within 
45 days from closing on the sale of a relinquished property. The 45 Day 
Identification Period begins on the closing date, and the replacement property 
(s) must be properly identified in a letter signed by the livchanger and received 
by the Qualified Intermediary. Closing must be W'ithin l8(» days between Ihe 
sale of the relinquished property and the purchase of the replacement 
property. 


A Simidtaiieous Exchange occurs when the relinquished (sale) property and 
the replacement (acquired) property are transferred concurrently. 


Home 

Power of Rainmaker 
1031 Requirements 
1031 Types 
Contact Us 


http://www.rammakerlifecare,cotn/ramniaker'nt v*. 


4 R vtrtArtc 
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Rainmaker Types 


T'irc delayed exdiaiige is (he mosl nniversa! cxthaiige, safely providiiig 
Kxehajigers with Oexibiliiy the acnuisition ofreplacctrteiil I'rj'operty or 
propt'rlies. 


T he taxpiiyer can choose lo make repairs or add slrtictural improvements as 
part of the replacement property. %'V'hiie these tj'pe.s of exchanges can be 
complicated and cnmbersome, they can alleviate cash-flow and exchange 
residual issues. 

HcvCi'SC hi.iihi ii; Isuit 


As in a traditional reverse, the replacement pro()erty is acquired betbre the 
relinquished property is sold. T he newly i.s.sned Revenue Procedure {KivV. 
Proc.2000-;t7) provides a safe harbor for reverse and reverse Iniild to suit 
exchanges entered into on or after September 15 . 2000 . 


http://www.rammakerIifecare,com/rammakerl03U1031-types.htm 


6/9/2005 
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Contact Rammaker 



nc; s 

>C, 1 i « ‘ U i 

r i.t) 1*:.,).;; ,,t 



Home 

Contact Us 


Power of Rammaker 

1031 Requirements 

1031 Types 

Name: 


Contact Us 

Email; 



(’.ornments; 





si iit r.iiVh- 



This is a partial list of qualified iiitenncdiaries. It is provided to assist you in 
your search for an intermediary. This list should not be considered a 
recommendation by Rainmaker Managed Living 1 . 1 , C i CaliforniaJ of any 
particular intermediary. 

IPX - Investment Property Exchange Services, Inc. 

50 California Street, Suite 35,50 
San Francisco, CA 94111 
Phone (415) 399-1590 
Toll-Free (888) 771-1031 
Fax ( 41 . 5 ) 399-1540 

1031 Corp., Inc. 

1.200 East High Street 


htip://www.rammakerlifecare.coni/rainniakeri031/contact.htm 


6/9/2005 
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Conlaci Raininakei 


Suite aJ7 

Ptittslown, PA 19464 
'i’el: 1-800-828-1031 
Fax: (610) 970-2258 

Asset Preservation, Inc. 

4160 Douglas Blvd 
Granite Bay, CA 95746 
Toll Free: f8oo) 282-1031 
Phone: {916) 791-5991 
Fax: (916) 791-6003 

Independent Exchange Sendees 
1.80 Wlontgomery Street, Suite 600 
San Francisco, CA 94104 
Phone: 800.939.1031 

North American Exchange Company 

Corporate Headquarters 

2185 N. California Blvd,, Suite 270 

Walnut Creek, CA 94596 

PH; 800.736.1031 

FAX: 800.382.9718 


Timeor Financial Corporation 
11500 West Olympic Blvd., Suite 425 
Ins Angeles, CA 90064 
{800)966-1031 - Toll Free 
( 3 »«) 479-1550 - Voice 
(310) 479-2005 - FAX 


Diversified Exchange Corporation 

4250 Executive Square, Suite 400 
La Jolla, California 92037-9105 
I’elephone {858) 658-8908 
'foil Free (866) 634-1031 
Facsimile (858) 65S-8929 


http://www.raiiimakerlifecare.com/raiiimakerl031/contact,htm 


6/9/2005 
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Cost l-ree Retirement Raitmiaker Managed Lieing 


Rainmaker Independent Living 

Rainmaker Managed Li\Ting LLC 


Communities 


kHinnCiker lUcle pendent 
!,j viisg iienelils 


Virtuaily Free Retirement if you own a 
home 


Home 

Independent Living Facts 
Rainmaker T.I.C. L.L.C. 
Property Based TIC 
Cashed Based TIC 
Contact Us 


* Increase the value of your assets if you own property 

* Keep your iiropertj for your lieirs 

* Travel U> any Rainmaker Location 

* Rainmaker swap programs itllow you to mot e to wiirmer cHiuales 

* Rainmaker is a WlN-WlN program for everybody 


ln(,oreslc‘::l in eosi tree reiireim'tii? 


All you need is a modest cash nest 
egg or your ow n home. Rainmaker 
TlC/Li.C will show you how to retire 
to one of tiur independent living 
residences with the security of 
knowing your hard earned property 
assets will be preserved. 

\Vc manage your home for the 
benefit of your estate so that your loved ones will be able to inherit your assets 
instead of wa.sting those as.sets on a nursing home or assisted living center. 

^Vhy let assisted living centers and nursing homes take your hard earneti 
assets and freedom. Its your estate and y'tiur money. Take charge of it. 

Enjoy virtually free retirement with Rainmaker TK7LLC, 



httn://www,raimnaker]ifecarexOTri/rammakerassi.UediivinB/ 


.cjo/'r'xs 
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Cost Free Relirenien! - Rainmaker Managed Living 


C;>U Rainmaker Independent living KMtay at 646-375-2064 and ask for 
Seamus McNally or Sidney Ikcvine to obtain ai! the answers to your questions 
for free with no obligatiou. 


hftnV/www rntnmakRriifrrarp rnni/r;dnmalrprfl<;(:iKfr>trtv’-,o/ 
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Iiidependenl Living Fads 


Rainmaker Managed Living, LLC 

Cost Free Retirement 


juiepyadeiit Luiiig Facts 


Home 

Independent Living Facts 
Rainmaker T.l.C. 1..L.C. 


Property Based TIC 

Today, about t. 5 million Americans live in „ , , 

’ Cashed Based TIC 

our natkin's 17,000 nursing homes and 

Contact Us 

assisted living facilities. More than 90 percent 
of America's nursing home and assisted living residents arc over 6g. Three ou t 
of four nursing home and assisted living residents are women. 

The pi-oblem is most senior residents do not need the senices <if assited 
living or ntirsing homes, what they need is INDEPENDEN'r l.IVTNG CENTER.S 
or a mixed use community that offers all three, 

Itainmaker communities offer independent living in a stinlio apartment with 
private bath and shai-ed supen ised kitchen facilities, if over time you neet! 
more care you automatically transfer to the nearest bed in a Rainmaker 
A.s.si.st ed Living community. If you eventually need full supervision nursing 
care service.s. you will be automatically transferred to the neare.st available bed 
in a Rainmaker Skilled Nursing facility, i'be.se upgrades in care are TOTAIJ.Y 
FREE OF ADOrnONAL CHARGE. Once you book a TIC studio suite thats it. Pay 
one time and never pay again for standard services. And if you use an existing 
property to fund your purchase you retire virtually for free and your family 
keeps your property for the estate. 

Rainmaker facilities are first class resort or home style facilities offering 
every amenit; and every form of entertainment and activity. 

As Rainmaker communities come on line you save money hy booking PRE- 
N'EED. I're-Need is where you hook your .studio suite while the facility is under 
construction for as little as $ 250,000.00 for life time care. Studio suites 
booked after the facUites are completed cost 25 to go percent more. 


http://www.raitimakerUfecare.com/raimiiakerassistedlivme/facts.htm 
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Indepeiidciil l.iving Facls 

I’iu' fiicis M il! iliiiw \mi lliaf you may nol ueetl A.ssi, steel or 

Nin-.siiig eare ai tills stage in ynur life. The hesl inirt is lliat shniiiil von ev er 
dev elop llie neeil for as.sited or skiUeri full care yoti receive it for no atUliiloiiit! 
charge, read the facts and judge for yourself where, you de.sire to liVi:.! 

The iv pical luirsiiig home and si.ssisted living resideiil is a woman in her 
wlio sliow.s mild forms of i.neniory los.s. Although phy.sicaily healthy for her agta 
she needs help vvilh about 4 of t> aeiivities of daily living (eating, dre.s.sing, 
bsdhing, M alking, getting out of a bed or chair, and toileting). 

According to recent reports the 
average cost of a nursing home .slay 
in the United States is $153 per day, 

(Rainmakers study shows the figure 
is actually $181.24) l>ul there are 
large variations from metropolitan 
area to metropolitan area, according 
to a recent market study released by 
the MetLife Mature Market Institute. Manhattan is the costliest at $293 per day 
(Rainmakers study show s the figure is actually .$345.50) for a private room 
while the Hibbiiig, Minnesota ai’ca is t he lowest at .$t)o. Tlie study found that 
the cost of a home health care aide was $16 per hour nationally. Home health 
care is most expensive in Hartford, Cf at $24 per Imiir and least expensive in 
San Antonio, TX at $12 per hour. 'I'he report includes average daily nursing 
home costs and hourly home health care aide costs for various cities 
throughout the country'. 

rm: J 'lauilES STATED A noVEAREFOK “ASSISTED LnaNG” . THE 
FrouRES memiASE greatly when totat nursing care is 

EACrORED IN. 

I ..'Ong Tci'in rare 


Long- term care is a range of cu.stodiaI. social and medical services provided 
to those wlio can no longer live independently. They may need the care because 
of illnes.'S, accident, injury or aging. 



http;//www.rammakerlifecare.com/raininakerassiste(iIivine/faets.htm 
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liidependenl Living FLicis 


rhore lire two reus(>ii!j l<i iiet-ti Umg-tei'm Ciire < ! .IC): 

1 . You liave s-ogoillve impairment (tnemtai jinpairmem will', a ptgvsira! anise, 
siK'ii as .Alv.l’ieimer's, Parkinson’s, stroke tie Iwad trijnr) } aiici nee<l. 
.someone to supervise you; or 

2, need assi.stanci* with "Activities of I taii^ l.iving" (Al)l.,s). ritere are six 
AOl.s; Baliiiiig. einuiiietice, t!res.si»ig, eating, toileting, and translcrring, 
rran.sferiing means getting in and out of a bed or eliair. 

l,ong-term care Is different from "acute care." Acute care is lieallh care, ft is 
received from a doctor or ho.spilai Itecau.se of illne.ss, <lisea,sc or injiirv, t he 
goal is to cure. Health in.stirance pays for acute care. 

The objective of LIX' is "caring rather than enring." Most people needing 
long-lerm care need it for the rest of their lives. 

05% <»f l.'fC is "eiistodial care." Cnstotlial care includes assistance n ith 
Activities of Daily l.iving and sujiervision needed by those with cognitive 
impairment. Not all long- term care is custodial Ind all custodial care is long- 
term care. 

Custodial care also includes homemaker services (cooking, cleaning), chores 
(fixing your house, mowing your lawn), companionship, help with medications 
and other .service.s. 

Non-custodia! care is usually skilled care, provided by nurses and speech, 
physical and respiratory therapists. 

Long-ternt care is provided in homes, assi.sted living facilitie.s, adidt day care 
facilities, hospices artd nursing horne.s. 

h is not just the elderly w ho need L l'C; 40% who need assislancc al home am! 
10% of mirsing home residents are under (>;}. 

S'nyiijg l-iic L.'ngTer'ni Care 
flierc are Iw-o way.s to pay for f.TC: 


httn://www.rammakerljfecare,cora/rainmakeras.sistedlivine/facts.htm 
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Independent Living Lacts 


1. Out of assets or income There yre maii> |>rol>iciiis with this slriilegv , \ <>»t 
need to be ricli lo nOord the CJtsts. Even then, it ptiLs jniii sn risk laf 
evlumsting your i’uuds. It puts your spouse at risk ilThere is not emttigh 
for both of you. St red iiees vvlsal you fan leave lo your heirs. 

2 . M.etlieaid i.s a government welfare program that pay.s 1 .TC e.\pense.s for 
poor jteoplf!. If you are poor, this i.sytnirhest option, 

'ntcre are many dow nsides to Medicaid. Medicaid funded 1 ,TC is hard to find. 
Both spou.ses must be impoverished before Medictiid will pay. Vou will have 
your asset.s confiscated by the government to repay the expense of your 
retirement, 

fhtpiiialion faCiS 

Niir.sing facility' providers in the United Stales! () 

* 1,813,665 total nursing facility beds; 

* .16,99.5 total ruirsing facilities; 

* 13 percent of facilities are hospital-based: 

* ,52 percent of facilities are part of a etuuri ("t'hain” facilities are owned or 
leased by a multi-facility organization, fhe remaining facilities tire 
individiiaUy owned and operated); 

* 107 facility bed size (average); 

‘ 83 percent nursing facility oecupauey rate. 

Nursing facility ownership in the United States (1) 

* 66 percent for piatflt: 

■ 27 percent not-for-profit; 

* •7 percent govcrnnienl. 

Nursing facilify direct care staff in the United Slates (1) 

' 53 total direel care staff (average); 

* 35 certified nurse assistants (average): 

* 11 li€eii,sc<J practical nurses (average): 

■* 6 regi, stored niirse.s (average). 


httD;//www.rajnmakeiiifecare.com/rainraakerass!>ite<aHnn!>/6!cf<i s- 


</C "V 
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Independent l.iviiig f-'aels 


Nursing fisciiily speria! care beds in the thiiu-d States ( i) 

* 105.066 Inlal spiecial cai'c lietts: inc.ltiding 

* h 5 i 3*->4 AhJseiroer- lieds; 

* 3.«t5 AIV»S beds; 

* 4,3t)4 I'iospice be<is: 

* 5>t>‘)b ventilaloi' l>eds; 

* 26,746 otiier special care beds, 

fiklcrly Ibipiilation in the tiniled .Slates (4) 

* rhe elderly population, ages 65-74 >s 7 percent {18,756,000 people) of t he 
lota! population: 

* The elderly population, ages 75-84 is 4 percent (41,145,000 people) of the 
total population: 

* 1'he elderly 85 and older are 1 perceiil (3,625,000 people! of the lotid 
population; and 

’ The total eiderlj’ population, aged 65 and older is 13 percent of the totiil 
population. 


http;//www.rainmakerlifecare.coin/rainmakerassistedlivin?/t>rrs 
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Rainmaker Tciianl.s In Common 


Rainmaker Managed Li\4ng, LLC 

Cost Free Retirement 


„ , : . . . ^ f t 5^ ■} j- ■- 

Home 

Independent Living Facts 

Rainmaker T.I.C. I..L.C. 

'The Rainmker T.I.C. i>rt>gram allows you to 
own your share of the facility’ you desire to live 
in. This is called Tenants In Common. [T.I.C.] 

Properly Based TIC 

Cashed Based TIC 

Contact Us 


The Raininker T.I.C. program allows you Ui control the evei* rising citsis of 
retirement care hy obviating the high cost of insurance and lawsuits based 
upon the unique nature of the Rainmaker 1 Jinilod taahility Corporation. The 

[t.i,.c.:i 


How Docs ;! (iiaitimakei- indepeniieut l.iving FtH'iiiiy DinVr {'rutn 
oli'ier assisted living Sactlilics'/ 

Independent living facilities are designed to assist elderly and retired 
persons who are able to care for themselves except for !i few activities. Assi.sled 
IKdng facilities are often deemed necessary when the person in question needs 
help preparing meals, batliing, dressing, performing household chores, is 
sometimes confused, or is experiencing mcmor>- problems. The problem is you 
have no control over your environment and you feel like a prisoner. You are 
stuck in one facility until you leave there or pass away. When you leave or pass 
on your family gets nothing. Ail the hundreds of thousands of dollars you paid 
are down the drain. 

V'. hy arc Ka’uunaker Retirement Coinnuinities Spethr,’? 

Over the years many people have had encountered various types of less than 
favorable treatment by different care facility operators. Rainmaker Managed 
Care, LLC designs all of the Rainmaker Independent living, Assited living and 
Skilled Nursing Facilities to be top shelf operations. Rainmaker facilities will 
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Rainmaker I snants In Common 

l>f the be.sl of the best. A^'heii a fatnily hears Ihe vvorti Rainmaker Urey know 
their Ion ed (•oe rvili be reeeivinj; the best of care. Oiir philosophy is simple, 
l.owei- oisirgiii.s erealeit by pumping tioilars back ioKt the facility iind 

amenities iiieao higher earnings si-s all our faeilitie.s will have waiting lists and 
ihe iotreased eiieiifek* will more tbaii make up for the lost l•eveuue used to 
creale a top shelf fiicility. 

rhe Itig difference is you arc not a 
nameless faceless tenant. You are a 
part ow ner of the facility. Ytuj decide 
wbal happetis on a day to day basis. 

When you leave or pas.s on your 
Rainmaker I'lC I .LC .share reverts 
back to KaiitiuaUer. You are 
contractually guaranteed that you or your estate will be refunded the unused 
portions of you imrehase price up to month nonibcr tat. Thereafter Ihe reltirn 
is -o- hut all iTiture care at any level of care is TRtili. 

As new Rainmaker facilities open up worldwide you can vacation at any 
facility for free on a space av ailablc basis and transfer to any facility on a space 
available basis. Pre Need hooking saves you almost 50 percent, 

Rtiinutiiker is a vvin-vvin sitviation for ev»;ry<>nc. You retire for free and your 
estate keep.s your hard earned a.ssets for your loved ones. 



http://www.rainMakerIifecare.com/rainmake-.’'s<!'«*.«rU-,r..or^-.,;.,~(.v— i.— . 
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Fropeity Based 'i enants In C’omnwn 


Rainmaker Managed Living, LLC 

Cost Free Retirement 




fv Ra-- 


Home 

Independent Lrang Facts 
Rainmaker T.l.C. L.L.C. 
Property Based TIC 


Cashed Based TIC 
Contact Us 


At tliis time properly based TIC (Tenants in 
Common) ownership requires that you own 
existing property which can be pledged against the purchase of your 
Rainmaker Managed lixiiig Ll.t' unit. The current Pre Need cost of a studio 
unit is i!!250,ooo.oo per person, .tfter const ruction is completed costs may be 
as much as 25 to 50 ]>ereeut bigber. 

If you OWH a properly with at least .$ 250.000.00 in equity Rainmaker will 
execute a mauagement contract with you for Itie property. Raitunaker will then 
place a mortgage again.st the [u-operty for $ 250.ooo.o«t which will he used to 
pay for your unit .subscription in a Rainmaker Facility. 

Rainmaker wilt then place a quatified teiiant in your properly and manage 
the properly for as long as you hold your unit. The normal length of most loans 
are 10 years, with a 30 year amorti/alion and a full balance ballon payment at 
the final payment. 

If the tenant defaults Rainmaker picks up the payments until a new tenant i.s 
found. 

NOTE: UN IT PRICES SUB,! fJCT ’rO CHANGE WEEHOUT NanCE. 


hitf>://\^ ww.rahimakeriifecare coni/rainmakerassistcdhvia<»/nfOTeTfv-h'^«pa_*V' 
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(,'ash Based Tenants hi Common 


Rainmaker Managed Living, LLC 
Cost Free Retirement 


iiiH tui l-icr C. fssil Leisecl LLC.-. 


Home 

Independent Living Facts 
Rainmaker T.I.C. L.L.C. 


Property Based TIC 

Rainmaker Facilities offer a special selection „ , . „ , 

Cashed Based TIC 

package of studio suite amenities when the „ 

Contact Us 

subscriber LCCM books a facility OPTION 
SUBSCRIFTION prior to the facility’ coming into the Rainmaker portfolio. 
Rainmaker w ill at times option properties and determine if the market 
supports the property purchase. 

The.se special option subsei iplions are held in an attorneys trust account 
pending closing on the property. Upon closing the property traiisfer.s to 
Rainmaker and the .subscriber who then lakes pos.scssion. If the facility option 
is relinquished the subscriber may assign his or hci’ snbsci’iplion option to 
another operational facility, a future facility, fiitiire option purchase oi’ elect to 
receive a FUI.L REFIINO at the subscribers sole discretion. 

At this time, cash based TIC (Tenants in Common) ownership requires that 
you have cash available to pay for you unit subscription. The cureiit cost of a 
unit Ls $250,000.00 per person. Pro Need booking is encouraged which will 
save you 25 to 50 percent of the costs you will encounter if you book after the 
facility is completed. 

Yon pay S 250,000.00 which will he used to pay for your unit .siih.scription in 
a Rainmaker Facility. Yon receive the same bcnefils as property .suhscrihers 
under the same 121 month draw' contract terms and conditions. 

l)NJTFRM'ESSUB,rECT'W ClfANGE WmiOVT NOTICE. 


httD://www,rairanakerlifecare.com/rainniakerassistedlivmE/cash-based-tie.htm 


6/9/200t 
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Coniad Rainmaker 


Rainmaker Managed Living, LLC 

Cost Free Retirement 


Home 


Independent Living Facts 


Rainmaker T.l.C. L.L.C. 

LL(' 

Property Based TIC 


Cashed Based TIC 


Contact Us 

Name: 


Email: 


Comments: 




Rainmaker Managed Living LLC 


Ii6 W. 23rd Street 


Suite 500 


Nevs> York, NY toon 


Telephone: (646)375-2348 


Taesimile (646) 375-2235 


E-Mail sidlevine2005®aoLcom 



htroV/www.rainmakerlifecare.coni/rainmakerassistetilivine/coniacl.htm 
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RAINMAKER KEAl.TY PARTNERS - Assisted & Adult Living Facilities 


P ' t iicP iPunneiship Agicenicni jSub'.viHMNi!. > 


Welcome to Rainmaker Managed Living LLi 


As you read this program report you wii! see that the expertise and professional guidance of ihr 
Rainmaker Managed Living LLC Corporate legal staff, gives you a safety net never before experienct 
You will discover that the proven results of Rainmaker, coupled with the guaranteed minimum annu 
return of 25% interest, paid monthly, allows you to safely put your money to work for you earning i 
secure, guaranteed rate of return that you will love. 

After reading the Rainmaker Program Report you have a limited time opportunity to join Rainm. 
and share in the following benefits. 

• 25% Guaranteed Annual interest paid monthly. 

• Anticipated Rate of Return for the first year of 37% 

• Anticipated Rate of Return for the second year of 49% 

• Anticipated Rate of Return for the third year and each year thereafter of 60% 

• The security of having your investment backed by New York City real estate, 

• Risk free participation through the Rainmaker LLC. 

• The ability to redeem your shares at anytime after the partnerships closes. 

1 thank you for your time and consideration of Rainmaker. Please feel free to contact Std Levine 
myself directly at 646-375-234S. 

RAINMAKER REALTY PARTNERS I 

EQUITY PARTICIPATION PROGRAM 
ASSISTED & ADULT LIVING FACILITIES 

APRIL 1,2004 

PROJECTIONS 

THE PROJECTIONS USED IN THIS STUDY ARE NOT TO E 
RELIED UPON BY A PROSPECTIVE PARTNER TO THE 
RAINMAKER PROGRAM 


Nursing Home Facts 


http://ww'w.rainmakerIifecare..com/realtvpartners/ 
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RAINMAKER REALTY PARTNERS Assisted & Adult Living Facilities 


Today, about 1 .5 million Americans live in our nation's 17,000 nursing homes and assisted living fac 
More than 90 percent of America's nursing home and assisted living residents are over 65. 88 perce 
America's nursing home and assisted living residents are white. Three out of four nursing home and 
assisted living residents are women. 


The typical nursing home and assisted living resident Is a woman in her 80’s, who shows mild forms 
memory loss and dementia .Although physically healthy for her age, she needs help with about 4 of 
activities of daily living (eating, dressing, bathing, transferring, toileting). 


Over her lifetime, she’s saved about $20,000 for retirement. The average cost of nursing home care 
$72,000 per year. She is, therefore, unable to afford the care she needs after six months and will bi 
forced to rely on Medicaid . 

To qualify, she must spend down her assets so they total no more than $2,000. Two out of every th 
nursing home residents rely on Medicaid .Every 8 seconds, an American baby boomer (those born 
between 1946 and 1964) turns 50. By 2030, one in every five Americans will be a senior citizen. 
Americans 85 and older are the faster growing segment of the national population. From 1960-199^ 
group increased by more than 274 percent. Americans 85 and older are the heaviest users of iong-t 
health care services. Longevity is expected to rise for ail ages. More than 15 percent of Pennsylvani 
residents are 65 or older. Two out of every five Americans will need long-term care at some point ir 
lives. In 1996, the average cost of a stay In a nursing home was $41,000 per year, it is now $72,00 
Only one in four Americans can afford private nursing home care for one year. 


The average stay in 1995 for a nursing home resident was 2.3 years. It has been predicte 
by 2007, the demand for nursing hom e be ds will exceed the supply. 

On average, 9.8 out of 10 beds in certified nursing homes and assisted living centers in America are 
occupied. In Pennsylvania, more than 98 percent of beds in certified nursing homes were occupied \ 
March 2000. 

In 1995, America's nursing homes were 87 percent full. Most nursing homes (66 percent} 
operated for profit and more than ha(f are operated as part of a chain. 


Here are the average daily nu rsing home^costs per market for a private room: 


Alaska (Statewide), AK 

$419.80 

Lexington, KY 

$156.20 

Akron, OH 

$176 

Birmingham, AL 

$123.36 

Louisville, KY 

$141.84 

Cleveland, OH 

$184 

Montgomery, AL 

$139.34 

New Orleans, LA 

$128.65 

Columbus, OH 

$18: 

Little Rock, AR 

$117.00 

Shreveport, LA 

$95.56 

Oklahoma City, OK 

$137 

Phoenix, A2 

$173.60 

Boston, MA 

$232.10 

Tulsa, OK 

$146 

Tucson, AZ 

$188.61 

Worcester, MA 

$263.00 

Eugene, OR 

$196 

Los Angeles, CA 

$162.27 

Baltimore, MD 

$183.11 

Portland, OR 

$159 

San Diego, CA 

$194.46 

Silver Spring, MO 

$176.40 

Philadelphia, PA 

$204 

San Francisco, CA 

$311.96 

Brunswick, ME 

$211.60 

Pittsburgh, PA 

$18E 

Colorado Springs, CO 

$151.80 

Detroit, MI 

$136.97 

Scranton, PA 

$16! 

Denver, CO 

$151.80 

Grand Rapids, MI 

$160.80 

Providence, RI 

$204 

Hartford, CT 

$273.13 

Minneapolis, MN 

$184.58 

Charleston, SC 

$13E 

Stamford, CT 

$331.44 

Saint Paul, MN 

$203.04 

Columbia, SC 

$147 

Washington, DC 

$230.60 

Kansas City, MO 

$120.83 

Dell Rapids, SD 

$127 

Wilmington, DE 

$184.54 

St, Louis, MO 

$133,21 

Memphis, TN 

$155 

Jacksonville, FL 

$150.60 

Jackson, MS 

$124.01 

Nashville, TN 

$18: 

Miami, FL 

$194.00 

Billings, MT 

$144.00 

Dallas, TX 

$146 

Orlando, FL 

$152.80 

Charlotte, NC 

$160.95 

Fort Worth, TX 

$149 

Alpharetta, GA 

$138.07 

Raleigh, NC 

$149.40 

Houston, TX 

$139 


httn://www.rammakerlifecare coni/realtvoartners/ 
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RAINMAKER REAL 1 Y PAR I NERS - Assisled & Aduh Living Fadtiiies 


Atlanta, GA 

$155.83 

Fargo, ND 

$187.43 

Salt Lake City, UT 

$137 

Honolulu, HI 

$215.16 

Omaha, NE 

$205.00 

Arlington, VA 

$21S 

Des Moines, lA 

$224.80 

Manchester, NH 

$207.20 

Richmond, VA 

$176 

Boise, ID 

$160.00 

Bridgewater, NJ 

$222.00 

Rutland, VT 

$197 

Chicago, IL 

$171.53 

Cherry Hili, Ml 

$248.94 

Seattle, WA 

$i8E 

Highland Park, IL 

$186.07 

Albuquerque, NM 

$189.15 

Spokane, WA 

$17*^ 

Peoria, IL 

$166.60 

Las Vegas, NV 

$158.70 

Madison, WI 

$18^ 

Fort Wayne, IN 

$168.20 

*New York, NY 

$345.50 

Milwaukee, WI 

$186 

Indianapolis, IN 

$164.75 

Rochester, NY 

$234.82 

Martinsburg, WV 

$16^ 

Wichita, KS 

$127.43 

Syracuse, NY 

$230.19 

Worland, WY 

$141 


AVERAGE; $181.24 ($5,618,44 Per Month] 

I 

* RAINMAKER'S BASE OF OPERATIONS MARKET 


ElderWeb.com Newsletter 
August 23, 2000 

The following is taken from the ElderWeb.Com newsletter a respected authority on elder i 
You will see there figures are remarkably similar to the Rainmaker Study. 

The average cost of a nursing home stay in the United States is $153 per day, (Rainmakers study si 
the figure is actually $181.24) but there are large variations from metropolitan area to metropolitan 
according to a recent market study released by the MetLife Mature Market Institute. Manhattan is tt 
costliest at $295 per day (Rainmakers study shows the figure is actually $345.50) for a private roor 
while the Hibbing, Minnesota area is the lowest at $90. The study found that the cost of a home het 
care aide was $16 per hour nationally. Home health care is most expensive in Hartford, CT at $24 p 
hour and least expensive In San Antonio, TX at $12 per hour. The report includes average dally nun 
home costs and hourly home health care aide costs for various cities throughout the country. 


RAINMAKER REALTY PARTNERS ASSISTED LIVING CENTER PROJECTIONS FOR THE RAINMAKER 
FACILITIES IN NEW YORK CITY. THESE ARE MINIMUM AMOUNTS; 


Supervised 

Independence RAINMAKER STANDARD PACKAGE "A" 
$4,500.00 

Minimal 

Assistance RAINMAKER STANDARD PACKAGE "B" 
$4,750.00 


Moderate 

Assistance RAINMAKER STANDARD PACKAGE "C" 
$5,000.00 


Extensive 

Assistance 


RAINMAKER STANDARD PACKAGE "D" 


http://www.rainmakerlifecare.com/realtvnarlners/ 
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RAINMAKER REAL I Y PARTNERS - Assisted & Adult Living l-'acilities 


$5,250.00 

Total 

Assistance RAINMAKER STANDARD PACKAGE "E" 
$5,500.00 


THE FIGURES STATED ABOVE ARE FOR ’ASSISTED LIVING?. THE FIGURES INCREASE GREATLY V 
TOTAL NURSING CARE IS FACTORED IN. 

Long-term care is a range of custodial, social and medical services provided to those who can no lor 
live independently. They may need the care because of illness, accident, injury or aging. 


There are two reasons to need long-terrn care {LTC): 

1) You have cognitive impairment (mental impairment with a physical cause, such as Alzheimer's, 
Parkinson's, stroke or head injury) and need someone to supervise you; or 

2) You need assistance with "Activities of Daily Living" (ADLs). There are six ADLs: Bathing, contine 
dressing, eating, toileting, and transferring. Transferring means getting in and out of a bed or chair. 

Long-term care is different from "acute care." Acute care is health care. It is received from a doctor 
hospital because of illness, disease or injury. The goal is to cure. Health insurance pays for acute ca 

The objective of LTC is "caring rather than curing.” Most people needing long-term care need it for t 
rest of their lives. 

95% of LTC is "custodial care." Custodial care Includes assistance with Activities of Dally Living and 
supervision needed by those with cognitive impairment. Not all long-term care is custodial but all 
custodial care is long-term care. 

Custodial care also includes homemaker services (cooking, cleaning), chores (fixing your house, mo 
your lawn), companionship, help with medications and other services. 

Non-custodial care is usually skilled care, provided by nurses and speech, physical and respiratory 
therapists. 

Long-term care is provided in homes, assisted living facilities, adult day care facilities, hospices and 
nursing homes. 

It is not just the elderly who need LTC: 40% who need assistance at home and 10% of nursing horr 
residents are under 65. 


There are two ways to pay for LTC: 

1. Out of assets or income 

There are many problems with this strategy. You need to be rich to afford the costs. Even then, it p 
you at risk of exhausting your funds. It puts your spouse at risk if there is not enough for both of yc 
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reduces what you can leave to your heirs. 

2, Medicaid 

Medicaid is a government welfare program that pays LTC expenses for poor people. If you are poor, 
is your best option. 

There are many downsides to Medicaid. Medicaid funded LTC is hard to find, Both spouses must be 
impoverished before Medicaid will pay. 


Nursing faculty providers In the United States(l) 

• 1,813,665 total nursing facility beds; 

• 16,995 total nursing facilities; 

• 13 percent of facilities are hospital-based; 

• 52 percent of facilities are part of a chain ("Chain" facilities are owned or leased by a multi-fac 
organization. The remaining facilities are Individually owned and operated); 

• 107 facility bed size (average); 

• 83 percent nursing facility occupancy rate. 


Nursing facility ownership in the United States (1) 

• 66 percent for profit; 

• 27 percent not-for-profit; 

• 7 percent government. 


Nursing facility direct care staff in the United States (1) 

• 53 total direct care staff (average); 

• 35 certified nurse assistants (average); 

• 11 licensed practical nurses (average); 

• 6 registered nurses (average). 


Nursing facility reimbursement in the United States (1) 

• 8 percent Medicare; 

• 68 percent Medicaid; 

• 23 percent private pay. 


Nursing facility special care beds in the United States (1) 

• 105,066 total special care beds; including 

• 65,304 Alzheimer beds; 

. 3,013 AIDS beds: 

• 4,304 hospice beds; 

• 5,699 ventilator beds; 
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• 26,746 other special care beds. 


Elderly Population in the United States (4) 

• The elderly population, ages 65-74 is 7 percent (18,759,000 people) of the total population; 
® The elderly population, ages 75-84 is 4 percent (11,145,000 people) of the total population; 

• The elderly 85 and older are 1 percent (3,625,000 people) of the total population; and 

• The total elderly population, aged 65 and older is 13 percent of the total population. 


WHAT IS RAINMAKER ASSISTED LIVING? 


Rainmaker Assisted living facilities are for people needing assistance with Activities of Daily Living (/ 
but wishing to live as independently as possible for as long as possible. Assisted living exists to brid 
gap between independent living and nursing homes. Residents in assisted living centers are not able 
live by themselves but do not require constant care either. Assisted living facilities offer help with A! 
such as eating, bathing, dressing, laundry, housekeeping, and assistance with medications. Many fa 
also have centers for medical care; however, the care offered may not be as intensive or available t 
residents as the care offered at a nursing home. Assisted living is not an alternative to a nursing ho 
but an Intermediate level of long-term care appropriate for many seniors. 

Most assisted living facilities create a service plan for each individual resident upon admission. The i 
plan details the personalized services required by the resident and guaranteed by the facility. The pi 
updated regularly to assure that the resident receives the appropriate care as his or her condition 
changes. 

Rainmaker was created to fill the pressing need for ADLs specifically designed for medicare clients. 

The term used for assisted living facilities differs across the country. Other common terms for these 
facilities include; 

• Residential care 

• Personal care 

• Adult congregate living care 

• Board and care 

• Domiciliary care 

• Adult living facilities 

• Supported care 

• Enhanced care 

• Community based retirement facilities 

• Adult foster care 

• Adult homes 

• Sheltered housing 

• Retirement residences 

Assisted living is the generic term used across the country. 


htti);//www rainmakeriifecare.com/reallvnartners/ 


< iO 



284 
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How Does a Rainmaker Assisted Living Facility Differ fron 

Nursing Home? 

Nursing homes are designed to care for very frail people that are not able to care for themselves an 
have numerous health care requirements. Assisted living facilities are designed to assist elderly per: 
who are able to care for themselves except for a few activities. Assisted living facilities are often de< 
necessary when the person in question needs help preparing meals, bathing, dressing, performing 
household chores, is sometimes confused, or is experiencing memory problems. 


Why are Rainmaker Retirement Communities Special? 

Over the years many people have had encountered various types of less than favorable treatment b 
different care facility operators. Rainmaker designs all facilities to be a top shelf operations. Rainma 
facilities will be the best of the best. When a family hears the word Rainmaker they know their lovec 
will be receiving the best of care. Our philosophy Is simple. Lower profit margins created by pumpin 
dollars back into the facility and amenities mean higher earnings as all our facilities will have waiting 
and the Increased clientele will more than make up for the lost revenue used to create a top shelf fs 


RAINMAKER COST BREAKDOWNS AND PROFIT 
PROJECTION 


In this report you have read that average cost of a bed in New York .New York, is $345.50 per c 
New York city is RAINMAKERS BASE OF OPERATIONS MARKET. 

It Is the plan of Rainmaker realty partners to offer assisted living in facilities of less than 
beds. Our Rainmaker Assisted Living centers will be in boutique style private homes or ho 
style facilities of 12 to 25 clients. 

Rainmaker will charge a minimum of $ 4,500.00 per month. Contract medical care will als 
provided. The average costs per month to service the client?s needs is 65% ( $ 2,925.00 
profit will be 35% ( $ 1,575.00 } The return on the 12 bed facility will be ( $ 18,900,00} p 
month. 

The partnership is based upon 100,000 square feet. We anticipate a minimum of 300 clier 
that amount of square footage depending on the size of each boutique facility we locate. 1 
are correct and we obtain 300 clients at a monthly profit rate of $ 1,575.00 the return wil 
472,500.00 per month. 

Interest of 25% will be paid monthly and quarterly distributions as described in the progi 
report will be made pursuant to the amount of partners in the program. 

Thank you for your consideration of Rainmaker Realty Partners. 
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RAINMAKER FACTS 


Let's face it, real estate investing is very profitable, especially irt the New Vork City rea! estate market. Rainmaker 
Realty Partners takes the headaches out of real estate ownership with a skilled staff of experts who do not make 
any money unless you make money. 

Rainmaker Realty Partners invests primarily in real estate and real estate related assets in the five (5) boroughs 
of New York City and the tri-state area of New Yori<, Connecticut, and New Jersey 

Why invest with Rainmaker Realty Partners? 

• Rainmaker Realty Partners locate and inspect the properties, 

• Rainmaker Realty Partners professional management team handies all the financial and legal concerns. 

• No mortgage payments and no managerial responsibilities. 

• Long term capital growth from high value property in the New York City market. 

• Rainmaker Realty Partners guarantees a minimum 25% annual rate of return. 

• Rainmaker Realty Partners works to minimize risks and maximize profits. 


Rainmaker Realty Partners seeks to obtain favorable returns for our partners by tapping into potential real estate 
opportunities. Record low interest rates and gains in the New York City real estate market have caused 
investment activity to blossom in 2003. Urban renewal has encouraged new construction and the renovation of 
existing real estate. The red hot Manhattan real estate market is expected to continue this positive trend into 
2004, and beyond. Manhattan based Rainmaker Realty Partners knows how to tap this red hot rea! estate market! 

Real estate investments are less volatile and risky than most common stocks and bonds, and they provide 
excellent portfolio diversification. Recent developments in the past three years resulted in a depressed market in 
Manhattan real estate. Now the Market is coming back strong. Rental and sale square footage rates are rising 
daily. 

If you are interested in becoming part of a safe and secure equity participation ownership interest In valuable 
Manhattan commercial and residential real estate, now is the time to take action with Rainmaker Realty Partners. 
Contact Rainmaker today at 646*375-2348. 


RAINMAKER REALTY PARTNERS 

ADDENDUM TO PARTNERSHIP REPORT 
REGARDING IRA CONTRIBUTIONS. 


Date: 4/1/04 


Subject: IRA Contributions 

Program: April 1 , 2004; 

Closed 

Applicability: May 1 , 2004; 

Closed 

June 1 , 2004; 

Closed 

July 1 , 2004; 

Open 

August 1 , 2004; 

Pending 

September 1 , 2004; 

Pending 


httnY/www.rainmakeriifecare.com/reaitvBarfneTs/rainmak'er facts, htm 


f^/Qnmk 



286 


Rainmaker Managed Living LIX." 


The following material addresses the applicability of the Rainmaker Real Estate 
Partners series of program to partners who utilize IRA funds. Ail Rainmaker 
Programs are Tenancy-in-Common programs better known as equity 
participation agreements. 

Tenancy-in-Common Ownership. In this form of ownership, each of two or more people have an undivided 
interest in a property, without the right to survivorship. In other words, upon each partner's death, his share will go 
to the person designated in his will rather than the other partners. Because each person’s interest, or share, is 
undivided, each can sell his share at any time without the consent or agreement of the others. 

Tenancy-in-common is an arrangement, which allows you to buy a property together, with each person putting in 
the amount of money he or she has available. Each will own a certain percentage of the property. Then, as time 
goes on, each wiii get a proportionate share of the ^nual income and, ultimately, a share of the sale profits 
based on the ownership percentage, 

Tenancy-in-common ownership also allows you to use both IRA funds and discretionary funds to buy a single 
investment. For instance, if your savings are adequate, you can buy part of the property with your savings, and 
part of it with your IRA. In another scenario, you can buy an interest in the desired property with your IRA, and 
friends and family can buy interests with their discretionary funds. This method is totally legal. 

The tenants-in-common arrangement allows eac^ of you to invest the amount of money you have available, 
rather than a prescribed share; and will allow the participation of disqualified individuals without risking a 
prohibited transaction. There will be no debt, the tenants will pay all the expenses, and the assisted living tenants 
will have lifetime occupancy. Furman Realty collects and disburse the rents to the owner. 

The attorney draws title or the master lease as tenants-in-common, completes the IRA administrator’s paperwork, 
and sends it on to the title insurance company. Then money is sent to the seller, or lessor and title or occupancy 
rtght then passes to the individual “tenants" based on the percentage of ownership purchased by each one. Your 
IBA and those members who used discretionary funds start receiving an annual return of 25 percent. 


Risks & Indemnification 

The value of your investment in Rainmaker Realty Partners will go up and down based on the value ot the 
Account's assets and the income the assets generate. The polentiai risk associated with Rainmaker Realty 
Partners is moderate. You can lose money by investing in Rainmaker Realty Partners. Rainmaker Realty Partners 
assets and income (particularly its real estate assets and rental income) can be affected by many factors, and you 
should consider the specific risks presented below before becoming an equity participation co-partner in 
Rainmaker Realty Partners. 

NOTE: Your risk is limited to the value of your units. All other risk is assumed by the Managing Partner, 
the Furman Law Firm and you are indemnified from any additional risk by the managing partner who will 
defend you free of charge in the event of a court or arbitration challenge and pay any award from Furman 
Funds on your behalf. 


IRA ADMINISTRATION FEES 


Rainmaker Realty Partners pays any administration fee so long as the partner agrees to retain the unit for one {1 ) 
full year. Additional annual fees carry the same one full year caveat. Early withdrawal will result in the deduction 
of any fees advanced from the final settlement. 
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Welcome to Rainmaker 

My name is Alireza Dilmaghaiii, Esquire, General Coun.sel for Ihe Corporale In House f.egal 
Depaiimeiil al Rainmaker Managed Living, LLC in New York Cily. i am the managing partner for ihe 
Rainmaker programs. This program closed out as all of the available unil.s were sold as of April 1 , 2005. 
The program remains on the web site to allow you to see the benefits of becoming a Rainmaker 
Subscriber and demonstrate how the new Rainmaker Mortgage programs will be paid off 

1 am pleased to announce that even though this program is closed there are available at this time a small 
amount of QUEST units which have been partially redeemed by a large pension client which are 
available in lump sum lots. Please call J.J. Conway today at 310-831-7700 or 310-367-8888 if you have 
interest in these lump sum redeemed units, as they will not last long. 

As you read this report you will sec that the expertise and professionalism of Rainmaker Managed 
Living, LLC, which manages the Rainmaker Programs gives you a safety net never before experienced 
and a high yield real estate investment not often found. You will discover that the proven results of 
Rainmaker and its highly specialized highbred genera! partnerships are a safe and secure harbor for 
investment capital. With a guaranteed annual return of 25 % annual intere.st, paid monthly and quarterly 
distributions of net profits, you will quickly see why Rainmaker is an exceptionally wise investment 
secured by multiinillion dollar commercial real estate. 

Rainmaker’s Legal staff has solid management skills and real estate savvy that come from a combined 
total of more than 30 years experience in real estate law as applied to the assisted living indu,stry. 

After reading the Rainmaker Program you will have an opportunity to put your money to work in a safe 
investment secured by real estate with an exceptional above average yield. 

25% Guaranteed Annual interest, paid the 1®* of each month. 

Anticipated Rate of Return for the first year with 2 properties and quarterly profit .share 37% 

Anticipated Rate of Return for the second year with 4 properties 49% 

Anticipated Rate of Return in the third year and each year thereafter with 6 properties 61 % 
(Above return is predicated upon aii properties being up and running and a 1000 bed capacity 
having been attained) 

The security of having your investment backed by multimillion dollar commercial real estate 
properties in the New' York City and Southern California, market that are owned by your 
partnership. 

Risk free participation through the Rainmaker LI.C, A limited liability corporation which 
controls the general partnership and fully shields you from all liability concerns. 

Having the wisdom and guidance of an experienced legal team at the helm to manage and direct 
your investment capital. 


Rainmaker Facts 
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I.cl's face il; real estate investing is very profilable. especially in the New York City and Soulhcrn 
California real estate niarkct. Ruiwuaker Realty Partners lakes the headaches out of real estate 
ovMiership with a skilled staff of experts who do not make any money unle.ss you make money. 

Why Invest with Rainmaker Realty Partners 

Rainmaker Really Partners locate anti inspect the properties. 

Rainmaker Really Partners profes.sional management team handles all the financial and legal concerns. 
No mortgage payments and no managerial responsibilities. 

Long term capital growtii from high value property in the New York City and Southern California real 
estate markets. 

Rainmaker Realty Partners guarantees a minimum 25% annual rate of return paid monthly. 

Rainmaker Realty Partners works to minimize risks and ma.Kimize profit.s. 

Rainmaker Realty Partners seeks to obtain favorable returns for our partners by tapping into potential 
real estate opportunities. Record low interest rates, especially in the New York and California markets 
has caused investment activity to blossom. 

Real estate investments are less volatile and risky than most common stocks and bonds, and tliey 
provide excellent portfolio diversification. Recent developments in the past three years resulted in a 
great real estate market in Manhattan property. Now, market growth is accelerating even faster that 
interest rates are going up. Rental and sale square footage rates are rising daily. 

If you are interested in becoming part of a safe and secure equity participation ownership interest in 
valuable New York City and Southern California commercial and residentid real estate, there could not 
be a better time to become a partner in a winning program. 

Rain Makers Projections* 

It is the plan of Rainmaker realty partners to create assisted and adult living facilities of 100 beds or 
more. Rainmaker Assisted and Adult Living centers will be managed living facilities of 100 to 250 plus 
Residents. 

Rainmaker Assisted Living will have a rate card minimum of $4,500.00 per month (except in certain 
startup phases wherein ‘‘temporary 3 to 12 month reduced rates may be offered to fill a facility). 
Contract medical care will also be provided. The average costs per month to service the client's need.s 
are 65% ($2,925.00). The profit will be 35% ($1,575.00) the return on the average 100 bed facility will 
be ($157,500) per month. Rainmaker .Adult living will have a rate card lower in cost than other assisted 
living units elsewhere a.s the level of care and staff needs are much less titan assisted living requires, 
however the percentage of profit margin will be much greater using the Rainmaker marketing 
program and unique client acquisition method which is unique to the industry. Clients are permitted 
to purchase lifetime leases on units in any facility by the utilization of cash or a real estate equity 
transfer of $ 250,000.00 from their property to the Rainmaker Managed Living, LLC. This money is 
then used as cross collateral to secure other income producing real estate projects. In a proof of 


htit>;//www'.rainmakerIifecare.coni/realtvnartne'^/'“.^‘^'^^Vp — pnn-r 



289 


concept project in Belle Harbor New York our first 16 bed facility had 1270 applications for residence 
in less than one week. 

The partnership is based upon 100,000 square feet. We will have a maximum of 1000 client.s in dial 
amount of square footage depending on the size of each boutique facility we locate. Over the next three 
years or sooner, we w'ill obtain 1000 clients at a monthly profit rate of $1,575.00 pet bed and a reiurn of 
$ 1 .575,000,00 per month to the partnership, net. When these numbers arc achieved the projected lliree 
year net of 61 % return per year will be met or po.ssibly exceeded. 

PROFIT DISTRIBUTION MIX & BONUS UNITS 

The program report infra, at page 10 describes anticipated partnership profits of 37% to 60% 
between the First and Third year of operation. These percentages are based upon cash flow' from 
the 100,000 square feet and/or 1000 beds which will be owned by the partnership(s) series. 
However, the managers of the Rainmaker Partnership after attaining the 1000 bed maximum will 
also be engaged in opening additional facilities which will not be owned by the partnership. These 
additional beds will be used to guarantee the above projected returns for the period the 
partnership is in operation. The guarantee is formulated at the first year minimum of 37% to the 
maximum of 60% for the third year forward with deduction of the foundational 25% interest 
guarantee. The difference between the 25% guarantee and the first year 37%, (12% derivative) 
second year 49% (24% derivative) and third year and thereafter 60% (35% derivative) will be 
guaranteed by the managing partners bed space overage profits beyond the 1000 bed maximum. 

Annual minimum guaranteed interest of 25% will be paid monthly and quarterly di.stributions as 
described in the program report will be made pursuant to the amount of partners in the program. 

Projections are based upon research conducted on similar facilities and are used as reasonable and 
calculated predictable returns but can in any way be assured. 

Rainmaker Realty Services. 

Construction and Development: 

Rainmaker Realty Companies National Development Services team has experience conducting market 
research, site selection, and development work nationwide. We have working knowledge of available 
sites, local ordinances, and development standards, and have established key contacts and resources in 
all major cities in any of the fifty states and overseas. 

Rainmaker Realty Companie.s' National Development Services are performed from our weibpo.sitioned 
national office in New York City in the heart of the nation’s capital markets, to effectively .service our 
clients' needs over a national geographic area. 

Rainmaker Realty Companies' offers a unique, proven business process for successfully developing new 
facilities for clients with real estate needs in multiple markets. Rainmaker Realty Companies' caters to 
companies with aggressive development goals. These compatiies appreciate Rainmaker Realty 
Companies' ability to handle each aspect of the development process including market and site research, 
site acquisition, finance, due diligence, design, construction, fixture installation, property management, 
and maintenance. 


http://www.rainmakeriifecare.com/realtypartners/rammaker report.htm 
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Brokerage - Land or Building Acquisition 

Properly sales. Residential. Commercial & Industrial Leasing, Equity Pariicipaiion, Site Seleciion. 
Contract Negotiation. Closing Coordination, Financial Analysis, Site Planning , Approvals & Perrniis. 
Full service mortgage department, in bouse finance unit for raising funds in capital markets public & 
private, Mezzanine financing. Bridge loans. Wraps and 1031 exchanges. Rainmaker is a full service real 
estate and development company. 

RAINMAKER REALTY PARTNERS I 
EQUITY PARTICIPATION PROGRAM 
ASSISTED & ADULT LIVING FACILITIES 

IRA SUBSCRIBERS MUST USE RAINMAKER managed CARE LljaDOCmEmS 

April 1, 2004 PART "G" NYCAL 

REVISED F»;BRUARV 17 2005 

This program describes Rainmaker Realty Partners, equity Participation Program offered by 
Rainmaker Realty of New York, New York. 

1000 Units at $1,000.00 Per Unit. Ten Unit Minimum ($10,000.00) TOTAL OFFERING 
$1,000,000.00 ONE MILLION DOLLARS (PER SERIES) Units denominated in Basis Points. 

Rainmaker Realty Partners I, April 1, 2004, NYCAL PROGRAM, IS A TENANCY IN 
COMMON PARTNERSHIP WHICH WILL INVEST ONLY IN REAL ESTATE AND REAL 
ESTATE RELATED ASSETS IN THE STATE(S) OF NEW YORK AND CALIFORNIA. 

REGISTRATION WITH 
STATE OR FEDERAL SECURITIES AGENCY 

The Equity participation program described herein is not considered a public offering or a private 
offering of securities or a limited partnership exempt from registration under any State or Federal 
securities act as the Equity Participants who become co-ow-ners of any rights to any property 
purchased, leased or lease-held by Rainmaker Realty Partners are co-owners with full control over 
any property purchased, leased or lease-held by Rainmaker Really Partners. It is the opinion of the 
managing partner for Rainmaker Realty Group that based upon all co-owners having full control 
and equal voting rights as to acceptance or rejection by the majority (more than 50.1 percent of 
the partners) of any property proposed for purchase, lca.se or lease-hold, that such full rights 
make the co-owner a controlling general partner under the laws of all fifty (50) states and render 
any such registration under any security act non-applicable as Rainmaker Realty Partners Is a 
general partnership not a trust, limited partnership, investment, stock offering or note offering. 

Rainmaker Realty Partners will invest in commercial real estate primarily in New York City, Los 
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Angeles, San Diego, and Santa Barbara. California. It is anticipated that all California property 
will either he outright purchase or 30 year triple net leases in most cases. 

Rainmaker Realty Partners seeks to acquire and operate commercial adult managed living, 
assisted living and adult living properties and, including without limitation, office buildings, 
shopping centers, business and industrial parks and other commercial and industrial properties, 
or businesses through outright purchase or leasehold. 

Rainmaker Realty Partners will purchase or obtain leaseholds to properties that are under 
construction or development, are newly constructed, or have been constructed and have operating 
histories. AH such properties may be acquired, developed and operated by Rainmaker Realty 
Partners, either alone or jointly with another party. 

Rainmaker Realty Partners, at this time is structured to enter into joint general partnership 
ventures tor the acquisition and/or control of individual properties with tenancy in common 
projects for each individual property sponsored by the Managing Partner and its affiliates. 

THE PARTNERSHIP 

Rainmaker Realty Partners I, April 1, 2004, NYCAL Program is an individual tenancy in common 
partnership and the partners herein are not partners in any other Rainmaker Really Partners property 
other than the seven series described infra. Each equity participation program managed by Rainmaker 
Realty Partners is identified by a Roman Numeral and dale. The partnership you are currently 
considering joining as a partner is Rainmaker Realty Partners 1, April 1 2004. NYCAL Program, which 
is a newly created general partnership formed pursuant to the laws of the Slate of New York to acquire 
control of and operate adult managed living and assisted living facilities and other businesses within the 
properties controlled by the partnership. In addition to the opening offering a [A], [B|, [C], [D], [E], [FI 
and [G | series of secondary offerings, totaling seven (7) parts. The partnership also participates under 
similar conditions as those contained in this program report in the Rainmaker Managed Living. LLC, a 
program designed to service the needs of l.R.A. and Keogh Plan partners, which makes a total of eight 
series of offerings. You will receive income from all eight (8) series of the April I, 2004, programs. 

As of the date of this partnership report, the partnership made offers which have been accepted on 2 
properties that are awaiting a purchase vote of 51% by all current partners. The existing Belle Harbor 
property will be sold in conjunction with the purchase of the first larger property. The partnership is 
engage in final negotiations for various other high quality properties, however, properties under 
consideration have at present have yet to be clo.sed upon or master leased at this time pending partners 
approval. All six properties have not been identified at this time so the partnership is a “BLIND POOL”. 

WHAT IS RAINMAKER ADULT MANAGED LIVING? 

Rainmaker Adult Living is for people who do not need any assistance and are considered genera] public 
tenants. These clients are general tenancy clients who either rent space from Rainmaker at prevailing 
rental rates or participate a.s owners through tenancy in common agreements. 

WHAT IS RAINMAKER ASSISTED & ADULT LIVING? 


Rainmaker Assi.sted living facilities are for people needing assistance witli Activities of Daily Living 
(ADL) but wishing to live as independently as possible for a.s long as possible. Assisted living exists to 
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bridge ihc gap between independent living and nursing homes. Residents in assisted living centers are 
not able to live by thcmseh-es but do not require constanl care eitlier. Assisted living facilities offer hel}i 
with ADL such as eating, bathing, dressing, laundry, housekeeping, and assistance with medications. 
Many facilities also have centers for medical care: however, the care offered may not be as intensive or 
available to residents as the care offered at a nursing home. Assisted living is not an alternative to a 
nursing home, but an intermediate level of long-tenn care appropriate for many seniors. 

Most assisted living facilities create a service plan for each individual resident upon admission. The 
service plan details the personalized services required by the resident and guaranteed by the facility. The 
plan is updated regularly to assure that the resident receives the appropriate care as his or her condition 
changes. Rainmaker was created to fill the pressing need for Adult living space and ADL in the New 
York City and Southern California area. 

The term used for as-sisted living facilities differs across the country. Other common terms for these 
facilities include: 

Residential care Personal care 

Adult congregate living care Board and care 

Domiciliary care Adult living facilities 

Supported care Enhanced care 

Community based retirement facilities Adult foster care 
Adult homes Sheltered housing 
Retirement residences 

Assisted living is the generic term used across the country. 

How Does a Rainmaker Assisted Living Facility 
Differ from a Nursing Home? 

Nursing homes are designed to care for very frail people that are not able to care for themselves and 
have numerous health care requirements. Assisted living facilities are designed to assist elderly persons 
who are able to care for themselves except for a few activities. Assisted living facilities are often 
deemed necessary when the person in question needs help preparing meals, batliing, dressing, 
performing household chores, is sometimes confused, or is experiencing memory problems. 

Why is Rainmaker Retirement Communities Special? 

Over the years many people have encountered various types of less than favorable treatment by different 
care facility operators. Rainmaker designs all facilities to be top shelf operations. Rainmaker facilities 
will be the best of the best. When a family hears the word Rainmaker they know their loved one will be 
receiving the best of care. Our philosophy is simple: Redirect profits back into each facility assuring an 
exquisite atmosphere in each room along with devoted and affectionate care professionals. Our goal is to 
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have the fines! facililics and amenities at each location. AH our facilities will have waiting lists and the 
increased clienteic because of the reputation crealetl by Raimnaker‘s attention to llie smallest details and 
our very unique marketing plan. Our main mission is to develop, consti-uct and manage senior living 
communities with an emphasis on quality, to be a caring organization that provides friendh' 
communities and services for Senior Adults which foster the physical, menial, social and spiritual well* 
being of each resident. 


Rainmaker Managed Care ... The best of the best. 

PARTNERS VESTED INTEREST 

As each series closes (A], |BJ,|C],1D],[E) |F] and fG] partnens in all secondary series [A], (B|,[C1,|D], 
[E] [F] and [G] will receive income from all properties, no matter w'hat series the property may have 
closed within, as to monthly return and profit sharing. However, based upon the fact that each series will 
close at different times not all partners’ names will be recorded on every partnership as many partners 
will join after early properties have already closed. In such ease late joining partners will be vested in 
early properties by virtue of the overall interest held by each and every partner in the individual 
umbrella Rainmaker Managed Living, LLC, (for “New York” or “California” or “FUTURE LLC’S IN 
ANY OF THE OTHER 48 STATES) parent limited liability entity. 

DISTRIBUTION OF PROCEEDS 


MONTHLY 

Each unit holder shall receive 25% per annum simple interest based upon the follow'ing per unit formula. 
Each unit is valued at $1,000.00. Simple annual interest is $250.00 annually on each unit. The monthly 
amount of simple interest shall be $20.83 per month until the property is sold. Upon sale, the proceeds 
shall be distributed as follows. 

QUARTERLY 

All profits in Rainmaker Realty Partners, .April 1, 2004 will be distributed on the first business day of 
each quarter April l“; July 1®'; October, U'; and December 31*'. Profits are calculated as being all sums 
of money in the Raiimiaker Realty Partners liquid cash bank account or liquid securities (non property 
related). Distribution will be 75% of the money in those accounts. 25% will be retained for future 
operating expenses and acquisitions. 

The proceeds shall be distributed after all expenses are paid and the managing partner receives and 
amount equal to 25% of the profits for the managing partners services to Rainmier Realty Partners, 
April 1, 2004. The remaining 75% of cash available will be distributed on the dates set forth supra based 
upon the number of units outstanding divided equally into the balance of cash available. 

IT IS .ANTICIPATED THAT THE OVERALL MIX OF DISTRIBUTIONS FROM PROCEEDS 
ACCORDING TO THE MANAGLNG PARTNERS PLAN MTLL RESULT IN AN 
APPROXIMATE 60% RETURN ANNUALLY AFTER YEAR 3. AT THAT POINT YOU WILL 
RECEIVE 60% EACH YEAR THEREAFTER AS LONG AS YOU ARE IN THE 
PARTNERSHIP, (projections based on maximum partrnership c.vpactty of looo beds; 
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WHO IS THE MANAGING PARTNER? 

The Raiiiinaker programs arc managed by Rainmaker Managed Living. LLC, 

Rainmaker Managed Living. LLC is Jocalcd at I i6 W. 23*^ Street, coiner of Sixth Avenue, Ne^^' York. 
NY 1001 L 

HOW EQUITY PARTICIPATION WORKS 

GOLD CERTIFICATE UNITS 

You as an equity co-partner will have the opportunity to evaluate the economic merit of a property 
purchase or lease before becoming an equity partner. You will “NOT” rely solely on Rainmaker Really 
Partners judgment and ability to select investments consistent with Rainmaker Really Partners 
investment objective and policies. Partners have a vote in each acquisition. These units are the Gold 
Certificate series of partnership units, and do “NOT’ qualify for self-directed IRAs. 

BLUE CERTIFICATE UNITS 

In the event you are taking funds from a self-directed IRA, you will not have direct control and such 
control will be vested in tlie autliority of a trustee appointed by you to admini-ster the units or such 
authority may be vested in the managing partner. These units are the Blue Certificate series of 
partnership units, and are fully qualified for self-directed IRAs. Please see the Rainmaker Managed 
Living LLC program report for further details. 

MAJORITY EQUITY CO-PARTNER VOTER RULES 


Rainmaker Realty Partners will select property or properties as they become available. The managing 
partner will e-mail you a description of the property, the terms upon which any interest in the property 
will be acquired, and photos and valuation documents to each and every equity co-partner. Each partner 
will vote for or against acquisition or sale of any interest in any property. These voting rights are not 
vested in BLUE CERTIFICATE holders who must act through a third party for IRA qualification 
purposes. Please see the Rainmaker Managed Living LLC program report for further details. 

Your decision to acquire an equity participation unit(s) as a result of reading this partnership report is 
not a positive vote by you for acquisition of any property. Acquisitions by purchase, option or leasehold 
will be made as the operation progresses and the majority of those holders of partnerships units who are 
on account at the time of the proposed acquisition shall vote for .such acquisition and partners Joining the 
partnership at a later date shall be bound by any agreed upon purchase, option or leasehold prior to the 
partners joining the partnership. 

Rainmaker Paitners enjoy secured returns. As a Rainmaker Partner your partnership interest is .secured 
by leaseholds or ownership of prime multimillion dollar commercial and residential Real Estate. 
Minimum guaranteed rate of return is 25% annually, paid monthly. You will receive a minimum of 
$20.83 on the first of each inontli for each $1000.00 invested. Anticipated rate of return for the first year 
i.s projected to be 37% with two projects operational and fully leased. Second year returns based on 4 
facilities fully occupied will be 49% and the third year with 1000 beds leased will be 60%. At the end of 
the tliird year, your returns will cap at this point with no escalation after that. You will earn 60% each 
year thereafter as long as you remain in the partnership.lSee; Profit Di.stribution Mix/Bonus Units at 
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Page 3 iiil'ra) 


Rainmaker Realty Partners 
Overall Objectives and Strategy 

Investment Objective: Rainmaker Realty Partner 1, April I 2004. NYCAL Program seeks favorable 
iong-term returns primarily through rental income and appreciation of real estate investments owned by 
Rainmaker Realty Partners. 

Investment Strategy: Rainmaker Realty Partners I, April I 2004, NYCAL Program seeks to invest 100 
percent of its assets directly in real estate, commercial ventures, assisted living centers and real estate- 
related investments. Rainmaker Realty Partners principal strategy is to purchase direct ownership or 
leasehold interests in income-producing real estate, such as office, industrial, retail, commercial ventures 
and multi-family residential properties. Rainmaker Realty Partners 1, April 1 2004, NYCAL Program 
will also invest in other real estate or real estate-related investments. 

Rainmaker Realty Partners I, April 1 2004, NYCAL Program will “NOT” invest the funds held in 
escrow in any non-U.S. Government securities, money market instruments and other cash 
equivalents. All funds are held in an attorney's trust account for use in partnership real estate 
related activities only. 

RAINMAKER REALTY PARTNERS GENERAL USE OF 

PROCEEDS 

DEPENDING UPON THE PARTICULAR PROPERTY IN 
YOU’RE PARTNERSHIP, THE FOLLOWING 
GENERAL RULES WILL APPLY: 

Direct Purchase: Rainmaker Realty Partners 1, April 1 2004, NYCAL Program will generally buy 
direct ownership interests in existing or newly constructed income-producing properties, including 
office, industrial, retail, and multi-family residential properties. Rainmaker Realty Partner.? will invest 
mainly in established properties with existing rent and expense schedules or in newly constructed 
properties with predictable cash flows or in which a seller agrees to provide certain minimum income 
levels. On occasion. Rainmaker Realty Partners might invest in real e.slate development projects. 
Rainmaker may also purchase, lease or create various business entities to occupy space with Rainmaker 
held properties, 

Purchase-I.eascbaek Transaction,?: Rainmaker Really Partners 1, April 1 2004, NYCAL Program can 
enter into purchase-leaseback transactions (lea,seback.s) in which it will typically buy land and income- 
producing improvements on the land (such as buildings), and simultaneously lease the land and 
improvements to a third party (the lessee). Leasebacks are generaily for very long terms. Usually, the 
lessee is responsible for operating the property and paying all operating costs, including taxes and 
mortgage debt. Rainmaker Realty Partners can also give the lessee an option to buy tire land and 
improvements. 
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INVESTMENTS IN MORTGAGES 

(Jcneral; Rainmaker Realty Partners I. April 1 2CKM. NYCAL Program can originate or acquire interests 
in mortgage loans, generally on the same types of properties it might otherwise buy. These mortgage 
loans may pay fixed or variable intere.st rates. They usually will be fulhrecourse, which means that in 
addition to being secured by the actual property tliey will also be the borrower’s personal obligation.s. 
Most will be first mortgage loans on existing income-producing property, wiih first-priority liens on the 
property. Tliese loans may he amortized, or may provide for intere.st-only payments, with a balloon 
payment at maturity. 

Participating Mortgage Loans: Rainmaker Realty Partners I, April 1 2004, NYCAL Program may 
make mortgage loans w'hich permit the Account to share (have a “participation”) in the income from or 
appreciation of the underlying property and/or the business occupying the property as is the case in strip 
malls and shopping centers. These participations let Rainmaker Realty Partners receive additional 
intere.st, usually calculated as a percentage of the revenues the borrow'er receives from operating, selling 
or refinancing the property. Rainmaker Realty Partners may also have an option to buy an intere.st in (he 
property securing the participating loan. 

Risks & Indemnification 

The value of your investment in Rainmaker Realty Partners will go up and down based on the value of 
the Account 's assets and the income the assets generate. The potential risk associated with Rainmaker 
Realty Partners I, April 1 2004, NYCAL Program is minimal based upon the experience and operating 
plans of the managing partner. 

RAINMAKER MANAGED LIVING LLC 
BLANKET PROTECTION 

NOTE: Your risk is limited to the value of your units. Rainmaker is an all inclusive 
series of offerings operating under the Rainmaker Managed Living LLC, and as such 
you have no other risk. All other risk is assumed by the Managing Partner, and you 
arc indemnified from any additional risk by the managing partner who will defend you 
free of charge in the event of a court or arbitration challenge and pay any award on 
your behalf. 


REAL ESTATE INVESTMENT MANAGEMENT 

Rainmaker Realty Partners I, April 1 2004, NYCAL Program will utilize a specialized management 
approach of self contained site management, development and constraction coupled with the Rainmaker 
Legal teams experience to minimize the general risks of owning real property: Rainmaker Realty 
Partners will be subject to the caveats inherent in owning real property, such as property values or rental 
and occupancy rates could go down due to general economic conditions, a weak market for real estate 
generally, changing supply and demand for certain types of properties, and natural disasters such as the 
911 attack or otiier man-made events. A property may be unable to attract and retain tenants, wdiich 
means that rental income would decline. Rainmaker does not anticipate any of these events ever 
occurring based upon the Rairmiaker legal team’s track record and experience in the New York City real 
estate market. 
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The unique mix of Rainmaker Realty Partners 1. April 1 2004, NYCAL Program specialized 
management approacli of self contained site management, will prevent Rainmaker Realty Partners 1, 
April 1 2004, NYCAL Program from loss of any revenue if tenants do not pay rent. Any disputes with 
tenants could also involve costly litigation, w'liieh would be diminished a,s Rainmakers legal team will 
handle the case at no cost to the partnership. Rainmaker is dc.signed to protecl against properly 
profitability being affected if operating co.sts, such as property taxes, utilities, maintenance and 
insurance costs go up in relation to gross rental income, or the property needs unanticipated repairs and 
renovations. 

The Rainmaker Realty Partners I. April 1 2004, NYCAL Program legal team and Real Estate team 
minimize any of the general problems usually associated with the selling of rettl estate investments, such 
as sale price of a property differing from its estimated or appraised value, leading to losses to Rainmaker 
Realty Partners. Because of the nature of real estate, or full value sale, particularly in a poor market, the 
Raimnaker team of attorneys and real estate professionals work eveiy day in the field and anticipate 
every known risk to make sure the partnership and all the partners are safe and secure from loss. 

The Rainmaker Realty Partners I, April 1 2004, NYCAL Program legal team and real estate team 
anticipate governmental regulations, including zoning laws, property taxes, and fiscal, enviromnental or 
other government policies. Rainmaker’s legal team and real estate team anticipate various environmental 
regulations. 

Rainmakers legal team and real estate team purchase properties situated and designed in a manner to 
protect the partnership from any catastrophic financial losses (e.g., from earthquakes, wars, terrorist acts, 
nuclear accidents, floods, or environmental or industrial hazards or accidents) which are uninsurable by 
asing the tenancy in common approach which negates losses to the partnership by assigning the ri.sk to 
the tenant.s. 

The Rainmaker Realty Partners I. April 1 2004. NYCAL Program legal team and real estate team 
anticipate ri-sks of Developing Real Estate or Buying Recently-Constructed Properties: If Raimnaker 
Realty Partners chooses to develop a property or buys a recently-constructed property, the team makes 
extensive plans to avoid any loss caused by delays or unexpected increa.ses in the cost of property 
development and construction due to strikes, bad weather, material shortages, increases in material and 
labor costs, or other events such as external factors from when the project was originally conceived (e.g., 
slower growth in local economy, higher interest rates, or overbuilding in the area). 

Your partnership is managed by an experienced law firm staffed with real estate professionals who 
work for you for free. The safety and protection of the Rainmaker program is unmatched anywhere 
else. 


SALE, TERMINATION, CESSATION OF PARTNERSHIP 

Upon the sale or termination of ownership or control over the property Rainmaker Realty Partners I. 
April I 2004. NYCAL Program, will distribute after all expenses are paid, and the partners’ initial units 
are retired at $1 ,000.00 per unit, a sum equal to 66.66% of the remaining funds to the equity unit holders 
equally divided amongst the holders based upon the number of units held. The managing partner will 
receive an amount equal to 33.34% of the profits for the managing partners' services to Rainmaker 
Realty Partners I, April 1 2004, NYCAL Program. 

INABILITY TO WAIVE COLLECTION 
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Equily co-partner.s caniiot w'aive monthJy interest payments or quarterly payment profit share 
distributions. They also my not waive finaJ distribution payments or defer the paymenUs). Cliecks are 
sent automatically to each holder of record each month until partnership tennination. 

RAINMAKER IS NOT A TAX SHELTER* 

Rainmaker Realty Partners 1. April 1 2(K)4, NYCAL Program, is designed as a profit making venture 
and will offer very little tax benefits to the equity co-partners as applied to sheltering active or passive 
income. Rainmaker Realty PaiTners L April 1 2CK)4, NYCAL Program, will increase your capital gains 
tax base based upon interest and partnership termination proceeds upon sale or disposition of any 
property. 

*Tax benefits, if any, will be equally divided amongst the equity co-partners. 

LIQUIDITY OF UNITS 

Rainmaker Realty Partners I, April 1 2004, NYCAL Program will repurchase and/or arrange liquidation 
of any amount of units from an equity co-partner at any time after partnership activation (full 
subscription of all eight parts of the series) and completion of purchase as to the first 100.(X)0 sq feet of 
leasehold or purchased property upon demand with settlement within 30 to 60 business days of the 
demand for repurchase by the equity co-partner. In the event of a repurchase demand, the units will be 
repurchased at their face value of $1,000.00 per unit. 

In certain events wherein all the funds in escrow have been used to purchase rights in properties, the 
managing partner may be forced to borrow against a property or resell units tendered to third parties 
causing a possible delay in redeeming units for ca.sh. 

The equity co-partner may sell the units to another without tlie approval of Rainmaker Realty Partners I, 
April 1 2004, NYCAL Fhogram as long as an offer to purchase i,s first made to Rainmaker Realty 
Partners and its managing partner and all partners of record through the e-mail communications system. 
In the event of an offer under right of first refusal the managing partner shall have first option and 
thereafter the equity partners shall have first come, first served option for a period not to exceed 72 
hours from the time the selling partner offers the units for repurchase on the e-mail communications 
.system. 


INTEREST PENALTY BEFORE 366“* DAY 

Equity partners must hold their individual units for at least 366 days. In the event a demand is made to 
repurchase the managing partner. Rainmaker Realty Partners will deduct 50% of all interest paid before 
the 366* day and remit the balance of the proceeds to the equity partner, [The partner will receive one 
half of the interest equaling 12.5% annually). In the event the equily partner sells the units to a third 
parly after being offered to the managing partner, there will be no d^uction or interest penalty. 


SECURITY OF REAL E STAT E 


The partnership obtains property in one of six ways. |1) Outright purchase of buildings and land with 
conversion to our operating needs. [2) Purchase of existing facilities witli buildings and land. 13) 
Purchase of existing facilities with building only on leased land. [4] Purchase of buildings only on 
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leased land. |5J Master letise of existing nursing and as.sisted living facilities. |6| Ma.ster lca.se of 
buildings and land with conversion to our operating needs. 

Each facility is utilized as a back up for the partnerships investment. In either case of a purchased or 
master lea.sed facility the process utilized is one wherein either a trust is created with the existing 
partners name on the trust addendum and the trust controls the property during the lease term or until the 
property purchase is closed. .At time of closing or master lease inception the partnership is named as the 
owner or master lessee and the partners are named in an addendum U.C.C. filing or trust addendum as 
owners of the partnership shares. Individual partners names do not appear on any deed at anytime. The 
partnership is the owner or master lessee with the partner’s evidence as owning the partnership. This is 
true even in situations w'herein key partners (an entire program taken down by one person or entity) 
control a property. 


START UP INTEREST PAYMENTS 

The partnership guarantees a mmimum return of 25% annually on your partnership shares payable 
monthly. In the beginning as facilities are under construction, ramp up or lease negotiation. The interest 
payments during that time will be derived from short term investment in real estate bridge loans, 
govenunent securities, foreclosed rollovers, income from the operations of the Managing partners law 
firm, proceeds from collections on pending litigation, and consulting services to other third party 
assisted living and nursing facilities regarding the licensing of the Rainmaker 10.T 1 and TIC program 
packages on a non-exclusive proprietary basis in areas wherein Rainmaker will not be seeking to 
establish operations in the near future and pre-need sales of TIC packages. 

SECURITY DF REAL estate 

Tire partnership obtains property in one of six ways. [1] Outright purchase of buildings and land with 
conversion to our operating needs. |2| Purchase of existing facilities with buildings and land. 131 
Purchase of existing facilities with building only on leased land. |4] Purchase of building.s only on 
leased land. (5] Master lease of existing nursing and assisted living facilities. 16] Master lease of 
buildings and land with conversion to our operating needs. 

Each facility is utilized as a back up for the partnerships investment. In either case of a purchased or 
master leased facility the process utilized is one wherein either a trust is created with the existing 
partners name on the trust addendum and the trust controls the property during the lease term or until the 
property purchase is closed. At time of closing or master lease inception the partnership is named as the 
owner or master lessee and the partners are named in an addendum U.C.C. filing or trust addendum as 
owners of the parffiershtp shares. Individual partners name do not appear on any deed at anytime. The 
partnership is the owner or master lessee with the partner’s evidence as owning the partnership. This is 
true even in situations wherein key partners (an entire program taken down by one person or entity) 
control a property. 


VlSmNG FACILITIES 

Clients come to Rainmaker under the exclusive TIC program to retire in luxury and wTth the sense of 
security only Rainmaker can offer. These clients pay Rainmaker a minimum of '$250,000.00 to retire in 
a carefree setting with no distractions. Our clients also demand security and peace and quiet. Rainmaker 
facilities are distinct in that they are not open to the public. We discourage any visit to any facility 
unless management is aware of the visit. We value our client’s dignity and safety so highly that we will 
not list the property in a telephone book. W’e understand that prospective partners or current partners 
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may have a desire lo visii t'aciliiies as they come on line. Rainmaker has a guided visitation program 
wlierein prospective or current partners will be taken lo a facility by management staff after presenting 
themselves at our law firm offices in New York or Los Angeles. There are no exceptions to these rules 
as we have a contract regarding these security measure.s with our clients lliat we must abide by. If you 
are seriously considering a visit to a Rainmaker facility, please call the East Coast or West Coast offices 
to aiTangc for a tour. 


E-MAIL COMMUNICATIONS SYSTEM 

All communications regarding property sale and/or acquisition or repurchase of units or general business 
between the equity co-partners and the managing partner and Rainmaker Realty Partners will be via the 
Rainmaker Realty Partners E-Mail communications system. Each and every equity co-partner is 
requested to maintain an E-mail account and report such E-mail address to the Rainmaker Realty 
Partners and the managing partner. Distributions of all reports and transactions except for monetary 
payment transactions will be via the E-mail communications systems. In the event a partner desires mail 
only in place of the e-mail system the pai-tner is advised that he/she/it will receive their report.s and 
advisements in a fashion much slower than other partners who utilize the e-mail system. Any delay or 
loss due to the slow movement of surface mail is the sole responsibility of the partner. 

DEATH OF A CO-PARTNER OR 
DISPUTE REGARDING A CO-PARTNER 

In the event a co-partner shall become incapacitated or deceased, the co-partners interests shall be first 
governed by tire co-partners will or written directive herein and thereafter subject to the estate laws in 
the co-partners state of residence. In the event of any dissolution of a marriage, partnership, business 
relationship, or any type or form of legal dispute for any reason whatsoever. Rainmaker Realty Partners 
shall not be held responsible except for the original $1,000.00 investment value per unit for units 
subscribed, and any accumulated interest or distribution to date which has yet to be distributed. 

During the transition phase of the estate or dissolution, all interest payments and quarterly distributions 
or distributions from a sale or transfer of a property shall continue to the estate trustee or court ordered 
trustee, If no such trustee is appointed, such funds will be distributed in accordance with the directive of 
any court having control upon application by the managing partner to the court for an order of 
distribution. 


PAYMENT TRANSACTIONS 

The sending or receiving of any cash, cheek, money order or monetary instrument either to or from the 
managing partner shall be by United Slates mail or a generally recognized commercial package courier. 
Payments sent by the managing partner shall be sent to the address listed on the last page of this report 
{the .subscription page) and payments sent to: 


Rainmaker Realty Partners 
C/O Furman Law Firm, 
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P.O. Box 1144, Madison Square Station, 


New York, New York, 10159-1144. 


CONSTRUCTION OF THIS DOCUMENT 

Rainmaker Realty Partners is organized under the general partnership rules of the State of New York. 
Rainmaker Realty Partners shall be organized as a DBA utilizing the name Rainmaker Realty a.s filed in 
the New York County Clerks Office in association w'ith Rainmaker Managed Living, LLC, a New York 
Slate, LLC. Any portion of this document held unenforceable by a court of law shall not affect the 
surviving portions of the document. Any changes in the management rules of the general partnership 
shall be approved by majority vote of unit holders of record at the lime the change is presented for an 
approval vote. 


PUBLIC OFFERING 

It is anticipated that the Rainmaker Realty Partners program(s) “may” be consolidated and 
converted as part of a public offering. In the event such a public offering actually occurs, each unit 
herein shall be retired at a rate of $2,500.00 per unit in “COMMON” stock based upon the initial 
offering price of the common shares, and $2,500.00 per unit in “PREFERRED” stock based upon 
the initial offering price of the preferred shares. The anticipated public offering is a part of the 
overall business plan of Rainmaker Realty Partners, however no promise is made that the offering 
will take place and you are cautioned not to rely upon the possibility of such a public offering 
when deciding to become a partner in any Rainmaker Realty Partners program. 

INTERCHANGEABILITY WITH 
RAINMAKER MANAGED LIVING 

It is anticipated that a small portion of partners may elect to use IRA funds for participation in 
one or more of the Rainmaker series of programs. In that event the rights, privileges, and benefits 
to monthly distributions shall be made pursuant to the same formula set forth herein. 

NOTE: Due to the nature of the rules issued by the Internal Revenue Code and applicable 
Treasury Regulations which apply to IRA’s, and consequently the Rainmaker Managed Care 
LLC, the right to vote or receive funds directly will be subrogated to the IRA trustee and such 
rights as applied to voting or funds receipt shall be vested in the name of the applicable IRA 
administrator. 


THE AGREEMENT IN ITS ENTIRETY 

This report constitutes the agreement between the equity ca-partner(s) and the managing partner 
and Rainmaker Realty Partners in its entirety. No other verbal or written representation is of any 
force or effect. 


QUESTIONS 


In the event you have any questions, please feel free to call: 
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Rainmaker Managed Living. LLC, Headquarters Office 
Attn: Sid Levine at 646-375-2348 

Thank you for your interest in the Rainmaker Realty Partners Program(s). 

Dated: April 1, 2004 iRcv 11221051 

/s/ Alireza Dilmaghani 

By; 

Alireza Dilmaghani 
Managing Partner 

Raimnaker Realty Partners I, April 1 2004, NYCAL PROGRAM 
116 W, 23""* Street, Suite 500 
New York, NY 10011 
646-375-2348 

MAILING ADDRESS 

Rainmaker Realty Partners I, April 1 2004, NYCAL PROGRAM 
C/0: Rainmaker Managed Living, LLC 
P.O, Box 1 144, Madison Square Station 
New York, NY 10159-1144 

Rainmaker Realty Partners II, 

April 1, 2004, NYCAL PROGRAM 
SUBSCRIPTION SIGNATURE PAG E 

1 hereby stipulate that I have read the contents of the partnership agreement supra in its entirety and 
agree to all the terms and provisions contained therein. 

1 am “NOT" using IRA funds. 1 understand that in the event I desire to u.se [RA funds I must execute the 
subscription page for the RAINMAKER MANAGED CARE LLC, program for the state of 
inve.stment or my stale of residence. 

Dated: 
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By; 

Partner 

CODE: 22691 


Rainmaker Realty Partners I 

April 1, 2004, NYCAL Program 


SUBSCRIPTION AGREEMENT 


The subscription page is written approval by the equity co-partner as to the terms and conditions set 
forth in the partnership report and the equity co-partner agrees to be bound by such terms and conditions 
and this report shall be deemed a contract enforceable in any court. The Securities and Exchange 
Commission (SEC) has not approved or disapproved equity participation units or passed upon the 
adequacy of the information in this report. Any representation to the contrary is a criminal offense. 
Neither the Attorney General of the State of New York, nor any securities regulator in any of the fifty 
states of the United States has approved or disapproved this equity participation program described 
herein or passed upon the adequacy of the information in this report. Any representation to the contrary 
is a criminal offense, i am executing this partnership agreement acting for my self or through an agent 
associated with Rainmaker management. I understand and have been advised that any agent utilized 
herein is subject to various terms and conditions of integrity regarding the agency representation 
represented by this partnership subscription and those terms and conditions are covered by a separate 
agent agreement. 

Name 

Address 

City State Zip 

E-MAIL ADDRESS (REQUIRED) 

Telephone Number ( ) - 

Cellular Number { ) 

Fax Number ( ) - 

Social Security Number - - Dale of BirtJi J / 

This is “NOT” an IRA purchase, i This is an IRA purchase. 

I appoint as my trustee. 

REQUIRED FOR K-1 YEAR END RETURNS AND/OR lOW REPORTS TO IRS. 
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This is a purchase w ith my spouse/parlner VES NO 

SPOUSE OR PARTNER’S NAME 

M'y partner shall shall not have survivor/executoi rights in the event of my 

death or incapacity. 

Number of units purchased @ $1,000 per unit: Total: $ (minimum of 

10 units) 

I have read the contents of all pages of the partnership report and agree to be bound by same. 

I have enclosed my check for the amount set forth at the total above made payable to 
Rainm aker Realty Partners and mailed it to: 

Rainmaker Realty Partners 
C/O; Rainmaker Managed Living, LLC 
P.O. Box 1144, Madison Square Station 
Code: 22691 New York, NY 10159-1144 
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Rainmaker Managed Liviiiti LLC 


THE SUBSCRIFTION AGREEMENT 

The complelion of the subscription page of this report is written approval by the equity co-partner as to 
the terms and conditions set forth herein and the equity co-partncr agrees to be bound by such terms and 
conditions and this report shall be deemed a contract enforceable in any court 

The Securities and Exchange Commission (SEC) has not approved or disapproved equity participation 
units or passed upon the adequacy of the information in this report. Any representation to the contrary is 
a criminal offense. Neitlier the Attorney General of the State of New York, nor any securities regulator 
in any of the fifty states of the United States ha.s approved or disapproved this equity participation 
program described herein or passed upon the adequacy of the injbnnation in this report. Any 
representation to the contrary is a criminal offense. 


Name 

Address 

City State Zip 

NY - New York 

Telephone Number 
Cellular Number 
Fax Number 

Social Security Number Date of Birth 

REQUIRED OF K-1 YEAR END RETURNS AND /OR 1099 REPORTS TO IRS. 

•' This is ,NQ1 an IRA purchase. 

This IS an IRA purchase: 1 appoint as my trustee 

^ I desire Furman Law act as my trustee in this partnership. 

Employer Name 

Addre.ss 

City State Zip 

NY - New York 

i 

I 

This is a purchase with my spouse/partner; 

Spouse or partner's name: 

My spouse .shall not have any survivor/executor 


http://www.rainmakerlifecare com/re'-’rv’V’ — i,.,.- 
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rights in the event of my death or incapacity. 


Number of units purchased @ Sl.OOO Per unit; Total: S {mimniiini of 10 imiisi 

.^1 , Ui k O'l .Hi II . H'J* ; V . |j > iO 

■ n ■ ' ' . ..n ..!■ ijMn* o 510 t i Itsnds ace ■ > 

i ‘ !> t'l Of.!., I leV Cii 'eng.i. OS|. 

Ixi 0 t (.;■ ■ 

I have read the contents of all pages of this report and agree to be bound by same, I have enclosed 
my check for the amount set forth at the total above made payable to Rainmaker Realty Partners 
and mailed it to: 

Rainmaker Realty Partners 
Rainmaker Managed Living, LLC 
P.O. Box 1144 
Madison Square Station 
New York, New York, 10159-1144 

I I Agree 


I .i! ,, i III. , , ‘ - 

t Lr x-'k -Y r '‘t I 

. I . . , , ‘ i t 
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Mortgage Partners 

pHnne.'snip Repon 
R'ibscnplipe, Acpeeeipr'!! 


Rainmaker Managed Living Mortgage Group 4 1 505. LLC 

116 W.23rd Street, Suite 500 

New York, New York, 10011 

Ph: (646) 375-2348 Fax: (646) 375-2235 

Welcome to Rainmaker Managed Living Mortgage Group 41505. 

My name is Alireza Dilmaghani, Esquire, General Counsel of the Rainmaker Managed Living, 
LLC. Corporate Legal Department. I am the Managing Member for Rainmaker Managed Living, LLC. a 
New York limited Liability Company (hereinafter referred to as "Rainmaker Managed Living. 

Mortgage Group 41505, LLC,") as well as all other Rainmaker programs. As you read this report you 
will see that the expertise and professionalism of the Furman Law Firm legal staff, gives you a safety net 
never before experienced and a high yield real estate tnvesunem seldom available to the non- 
institutional investor. 

You will discover that the projected results for the Rainmaker Managed Living Mortgage Group 
41505, LLC. plan are a safe and secure harbor for investment capital. Each member is guaranteed a 
return of 25% annual simple interest, paid monthly coupled with an additional 35% paid at the end of 
the 36th month. 

You will quickly see why Rainmaker Managed Living, Mortgage Group 41505, LLC, is an 
exceptionally wise investment secured by multi-million dollar commercial real estate. Rainmaker’s legal 
staff has solid management skills and real e.state ability that comes from a combined total of more than 
30 years experience in real estate law as applied to the assisted living industry. 

After reading about Rainmaker Managed Living, Mortgage Group 41505, LLC, you will have an 
opportunity to put your money to work in a safe investment secured by real estate with an exceptional 
above average yield, 

25% Guaranteed Annual interest, paid the 1st of each month. 

Additional return of 35% "ETF” Early Termination Fee, plus all of the principle on the 
36th month, for a total return of 110% in 36 months “GUARANTEED”. 

The security of having your investment backed by "FUI,LY PRE-PAID LIFE CARE LEASES” in 
multi-million dollar commercial real estate properties in the New York City and Southern 
California markets that are mortgaged by your LLC. Your subscription is secured by the assigned 
T.I.C. interest in the property until you receive full repayment at which time the T.I.C. interest is 

released back to Rainmaker. 

Ri.sk free participation through Rainmaker Managed Living, Mortgage Group 41505, LLC, a New 


htm://www .rainmakerlifecare coTn/rainmakermortpapenri 
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York limited liability company. 

Having the wisdom and guidance of a respected legal team to manage and direct your program. 

Rainmaker Managed laving. Mortgage Group 41505, M.C, Facts. 

Let's face it; real estate investing is very profitable, especially in the New York City and Soutlterii 
California real estate markets. Rainmaker Managed Living, Mortgage Group 41.505, L1.C, lakes the 
headache out of ow niag real estate with a skilled staff of experts who receive their income only after you 
make 1 10% return on your principle. 

Why invest with Rainmaker Managed Living, Mortgage Group 41505, LLC? 

Rainmaker Managed Living, Mortgage Group 4 1 505, LLC, inspects the properties. 

Rainmaker Managed Living, Mortgage Group 41505, LLC, utilizes an in house professional 
management team to handle all the financial and legal concerns. 

No managerial responsibilities. 

Rainmaker Managed Living, Mortgage Group 4 1 505, LLC, guarantees a minimum 25% annual rate of 

return paid monthly. 

Rainmaker Managed Living, Mortgage Group 41505, LLC, works to minimize risks and maximize 

profits. 

Rainmaker Managed Living, Mortgage Group 41505. LLC, .seeks to obtain favorable returns for its 
members by tapping into potential real estate opportunities. 

Finally, real estate investments are less volatile and risky than most common stocks and bonds, and real 
estate provides excellent portfolio diversification. 

1 thank you for taking the time to review the Rainmaker Managed Living, Mortgage Group 41505, LLC, 
program and invite you to call Rainmaker at 646-375-2348, 


http://vvvvw.rairanakerlifecare.com/iainraaken^orto.'>oe"ri 
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RAINMAKER MANAGED LIVING, 
MORTGAGE GROUP, 41505 LLC 


A New York Limited Liability Company 

A LIMITED LIABILITY COMPANY, TARGETED FIRST POSITION MORTGAGE 
PROGRAM WITH T.I.C. TENANCY IN COMMON SECURITY INTEREST 

FOR INDEPENDENT LIVING, ASSISTED LIVING & ADULT LIVING 

FACILITIES 


(Suitable for Cash Subscriptions and Self -Directed IRA participants only) 

April IS, 2005 


Rainmaker Managed Living, Mortgage Group, 4I50S, LLC, 
116 W. 23rd Street Suite 500 
New York, NY lOOlI 
(646) 375-2348 


Operating Agreement for 

Rainmaker Managed Living, Mortgage Group, 41505 LLC, 
A New York Limited Liability Company 


RAINMAKER MANAGED LIVING 
MORTGAGE GROUP 41505, LLC 

April 15, 2005 

A New York Limited Liability Company 
Operating Agreement for 

Rainmaker Managed Living, Mortgage Group, 41505 LLC, 
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A New York Limited Liability Company 


THIS OPERATING AGREEMENT is made and entered into as of April 15, 2005, by and among 
Rainmaker Managed Living, Mortgage Group, 41505 LLC a New York LLC (the "C^onipany") and die 
persons executing this Operating Agreenieni as Membeni of the Company and all of those who shall 
hereafter be admitted as Membens (individually, a "Member" and collectively, the "Members") who 
hereby agree as follows; 

WITNESSETH: 

1. Whereas, the Members de.sire to enter into this agreement ("Operating Agreement" or "Agreement") 
for the purposes of governing the Company, to and for the sole purpose of investing in, purchasing, 
selling, granting, leasing or taking an option on buildings and lands solely for investment purposes and 
not as a trade. The Company .shall not conduct any other business unless related to the adult living, 
assisted living, and/or other commercial businesses or the u.se of the associated real estate purchased by 
the members for any lawful residential, indu.strial or commercial use, unless approved by unanimou.s 
consent of all Members. 

2. Wherea.s, the Members intend to operate the Business, appoint a person or persons to assume 
responsibility for certain management matters (the "Manager") and provide for the restriction on the 
transfers of ownership interests in the Company ("Interests"). 

NOW, THEREFORE, in consideration of the mutual premises below, and other good and 
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, it is agreed 
as follows: 


I. ORGANIZATION 

1. Formation. The Company has been organized as a STATE OF NEW YORK, LLC under 
and pursuant to the NEW YORK STATE LLC ACT, by the filing of Articles of 
Organization ("Articles") with the Department of State of the State of New York as required 
by the Act, 

2. Name. The name of the Company shall be "Rainmaker Managed Living.Mortgage Group, 
41505, LLC”. The Company may also conduct its business under one or more assumed 
names, as operating needs may dictate in the future. Such assumed names shall be totally 
owned and controlled by Rainmaker Managed Living, Mortgage Group. 41505, LLC. 

3. Purposes. The purpose of the Company is to engage in any activity for which an LLC 
may be formed under the Act for purposes only of advancing the Business as defined above. 
The Company shall have all the powers necessary or convenient to affect any purpose for 
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which it is formed, including all powers granted by ihe Act. as set forth in the 

RAINMAKER MANAGED LIVING, MORTGAGE GROUP, 41505, LLC. 
PROGRAM REPORT 

4. Duration. The Company .shall continue in existence for the period fixed in the Articles of 
Organization for the duration of the Company of three (3) years, or until the Company shall 
be sooner or later dissolved and its affairs wound up in accordance with the Act or this 
Operating Agreement. 

5. Registered Office and Resident Agent. The Registered Office and Resident Agent 
(Managing Member) of the Company shall be as designated in the initial Articles or any 
amendment thereof, as Alireza Diimaghani, Esquire, Attorney at Law, General Counsel of 
the Corporate Legal Department for Rainmaker Managed Living, LLC, (646) 375-2348. The 
Registered Office and/or Resident Agent (Managing Member) may be changed from time to 
time. Any such change shall be made in accordance with the Act. If the Resident Agent 
(Managing Member) shall ever resign, the Company shall promptly seek a successor 
resident agent by giving w'ritten notice to the Members, and seeking a majority vote of the 
members as to whom such successor shall be. 

6. Intention for Company. The Members have formed the Company as an LLC under and 
pursuant to the Act. 

The Members specifically intend and agree that the Company shall not be, for legal purposes 
a partnership (including, a limited partnership) or any other venture, but shall be a LLC 
under and pursuant to the Act. desiring partnership tax treatment, 

No Member or Manager shall be construed to be a partner in the Company or a partner of 
other Member, Manager, or person; and the Articles, this Operating Agreement, and the 
relationships created thereby and arising there from shall not be construed to suggest 
otherwise. 


II. BOOKS, RECORDS AND ACCOUNTING 

1. Books and Records. The Company shall maintain complete and accurate books and 
records of the Company's business and affairs as required by the Act and such books and 
records shall be kept at the Company's Registered Office, located within the Corporate Legal 

Department for Rainmaker Managed Living. LLC. 1 16 W. 23’'‘^ Street. Suite 500, New 
York, New York, 10011. (646) 375-2348. 

2. Fiscal year, accounting. The Company's fiscal year shall be the calendar year. The 
particular accounting methods and principles to be followed by the Company shall be 
selected by the treasurer for the Company ("TREASURER") who is hereby designated as 
Liz Pamela Checo, of the Rainmaker Managed Living, LLC Compliance Deaprtment, 1 1 6 
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W. 23'''* Street, Suite 500, New York, New York. 1001 1, (646) 375-2348. The Accountant 
may be changed by written Notice of the then serving Manager, consented to in writing by at 
least Two (2) Members, 

3. Reports, The Managers shall provide reports concerning the financial condition and 
results of operation of the Company and the Capital Accounts of the Members to the 
Members in the time, manner, and form as the Manager detennines. Such reports shall be 
provided at least annually as soon as possible after the end of each calendar year and shall 
include a statement of each Member's share of profits and other items of income, gain, loss, 
deduction and credit, 

4. Member's Capital Accounts. Separate Capital Accounts for each Member shall be 
maintained by the Company. Each Member's Capital Account shall reflect the Member's 
capital contributions and increases for the Member’s share of any net income or gain of the 
Company. Each Member’s Capital Account shall also reflect decreases for distributions 
made to the Member and the Member's share of any losses and deductions of the Company. 
Definition of Capital Account. A separate capital account shall be maintained for each 
Member or Assignee in accordance with the provisions below ("Capital Account"). 
Increases in Capital Account. Each Member's Capital Account may be increased by: The 
amount of money contributed by the Member to the Company. The fair market value of 
property contributed by the Member to the Company i.e., the net of liabilities secured by 
such contributed property that the Company is considered to assume or take subject to under 
the Internal Revenue Code. If any property, other than cash, is contributed to or distributed 
by the Company, the adjustments to Capital accounts required by any applicable Treasury 
Regulation shall be made. The Member's share of the increase in the tax basis of Company 
property, if any, arising out of the recapture of any tax credit. Allocations to the Member of 
Profit. Allocations to the Member of income or gain as provided under this agreement or 
otherwise by Treasury Regulation. Decreases in Capital account. Each Member's Capital 
Account shall be decreased by, the amount of money distributed to the Member by the 
Company. The fair market value of property distributed to the Member by the Company i.e., 
net of liabilities secured by such distributed property that such Member is considered to 
assume or take subject to under the Internal Revenue Code. Allocations to the Member of 
Losses. Allocations to the Member of deductions, expenses, Non-recourse Deductions and 
Net Losses allocated to it pursuant to this Agreement, and the Member's share of Company 
expenditures which are neither deductible nor properly chargeable to Capital Accounts 
under the Internal Revenue Code or applicable Treasury Regulation or are treated as such 
expenditures under the Internal Revenue Code or applicable Treasury Regulation Non- 
Recourse Deductions" shall have the meaning set forth under the Internal Revenue Code or 
applicable Treasury Regulation, The Member's share of the decrease in the basis of the 
Company's property under the Internal Revenue Code or applicable Treasury Regulation 
arising from the allowance of any tax credit. Capital Account Transferee. In the event of a 
permitted sale or exchange of an interest in the Company, the Capital Account of the 
transferor shall become the Capital Account of the Transferee to the extent it relates to the 
transfen-ed Interest in accordance with under the Interna! Revenue Code or applicable 
Treasury Regulation. 
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5. Capital Accounts Shall Comply with Code Sec 7049(b) 

The manner in which Capital Accounts are to be maintained pursuant to this Agreement is 
intended to comply with the requirements of Code Sec. 704(b) and llie Regulations there 
under. It is the specific intent of the Members that all such further or different adjustments as 
may be required pursuant to Code See. 704 and any Regulations there under are made, so as 
to cause the allocations prescribed hereunder to be respected for tax purposes. 

Therefore, if in the opinion of the Accountant (or if the accountant is unable or unwilling to 
act, the Manager), the manner in which Capital accounts are to be maintained pursuant to 
this Agreement should be modified to comply with Code Sec. 704 (b) and the Regulations 
there under, then notwithstanding anytlring to tire contrary contained in this Agreement, or 
any other agreement between the Parties, the method in which Capital Accounts are 
maintained shall be so modified. However, any change in the manner of maintaining Capital 
accounts shall not materially alter the economic agreement between or among Members. 
Each Member hereby appoints the Manager the Tax Matters Member and Agent for the 
purpose of making any amendment to this Agreement solely for purposes of complying with 
this provision. 

in. CAPITAL CONTRIBUTIONS 

1. Initial Commitments and Contributions. By the execution of this Operating 
Agreement, the initial Members hereby agree to make capital contributions as set forth in the 
program report attached hereto as exhibit “B”. The interests of the respective Members in 
the total capital of the Company (their respective "Sharing Ratios", as adjusted from time to 
time to reflect changes in the Capital Accounts of the Members and the total capital in the 
Company) shall be reported as they occur in writing to each member. 

2. Additional Contributions. Other than the members initial capital contribution there will 
be no “INVOLUNTARY” additional capital contribution. 

rv. ALLOCATIONS AND DISTRIBUTIONS 

1 . Allocations. Except as may be required by the Code as amended or by this Operating 
Agreement, net profits, net losses, and other items of income, gain, loss, deduction and 
credit of the Company shall be allocated among the Members in accordance with their 
Sharing Ratios, 


2, Distributions. The Managers may make distributions to the Members on the first of each 
month. All distributions shall be made to the Members in accordance wdth their Sharing 
Ratios. Distributions shall be in cash (by trust account check) mailed to the member’s 
address of record. 
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3. Family Parinership Savings Provision. Notwithstanding anything in this Opeiating 
Agreement to the contrary, should any provision of this Operating Agreement, or any act ot 
the parties, result in violation of the family partnership provisions of Code Sec. 704(e) or the 
regulations and cases there under, the Managers may amend this Agreement, or take any 
other actions reasonably neces.sary to prevent such violation, or to correct such violation. 

V. DISPOSITION OF MEMBERSHIP INTERESTS 

1. General. Every sale, assignment, transfer, exchange, mortgage, pledge, grant, 
hypothecation or other disposition of any Membership Interest shall be made only upon 
compliance with this Article. No Membership Interest .shall be disposed of if the disposition 
would cause a termination of the Company under Sec 708 of the internal Revenue Code of 
1986, as amended; without compliance with any and al! state and federal securities laws and 
regulations; and unless the assignee of the Membership Interest provides the Company with 
the information and agreements that the Managers may require in connection with such 
disposition, including hut not limited to an executed counterpart of this Agreement. 

No Member shall be entitled to assign, convey, sell, encumber, or in any way alienate all or 
any part of its Membership Interest in the Company and as a Member except with the prior 
written consent of a majority in the interest of the non-transfening Members, which consent 
may be given or withheld, conditioned, or delayed (as allowed by this Agreement or the 
Act), as the non-transfen'ing Members may determine in their sole discretion. Transfers in 
violation of this provision shall only be effective to the extent of an assignment of such 
interest with only rights set forth in the following provision "Permitted Dispositions". 

2. Permitted Dispositions. .Subject to the provisions of this Article, a Member may assign 
such Member's Membership Interest in the Company in whole or in part. The assignment of 
a Membership Interest does not in itself entitle the assignee to participate in the management 
and affairs of the Company or to become a Member. Such assignee is only entitled to 
receive, to the extent assigned, the distributions the assigning Member would otherwise be 
entitled to, and such assignee shall only become an assignee of a Membership Interest and 
not a Substitute Member. 

3. Admission of Substitute Members. An assignee of a Membership Interest shall be 
admitted as a Substitute Member and shall be entitled to all the rights and powers of the 
assignee only if the other Members unanimously consent. If admitted, the Substitute 
Member has, to the extent assigned, ail of the rights and powers, and is subject to all of the 
restrictions and liabilities of a Member, 


VI. MEETINGS OF MEMBERS 

1. Voting. Except to the extent provided to the contrary in this Agreement, all Members 
shall be entitled to vote on any matter submitted to a vote of the Members. Notwithstanding 
the foregoing, the Members shall have the right to vote on all of the following: The 
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dissolution of the Company pursuant to the provisions of this Operating Agreement that 
permit a dissolution of tlie Company upon the unanimous consent of the Members; The 
merger of the Company; A transaction involving an actual or potential conflict of interest 
between a Manager and the Company; An amendment to the Articles of Organization; The 
sale, exchange, lease or other transfer of all or substantially all of the assets of the Company 
other than in the ordinary course of business. 

2. Required Vote. Unless a greater vote is required by the Act or the Articles of 
Organization, the affirmative vote or consent of a majority of the Sharing Ratios of all the 
Members entitled to vote or consent on such matter shall be required. 

3. Meetings. An annual meeting of Members for the transaction of such business as may 
properly come before the Meeting, shall be held at such place, on such date and at such time 
as the Managers shall determine. Special meetings of Members for any proper purpose or 
purposes may be called at any time by the Managers or the holders of at least Ten Percent 
(10%) of the Sharing Ratios of all Members. The Company shall deliver or mail written 
Notice stating the date, time, place, and purposes of any meeting to each Member entitled to 
vote at the meeting. Such Notice shall be given no less titan Ten (10) and no more than Sixty 
(60) days before the date of the meeting. All meetings of Members shall be presided over by 
a Chairperson who shall be a Manager. A Member may participate and vote at such meeting 
via telephone or Internet conference call. 

4. Consent. Any action required or permitted to be taken at an annual or special meeting of 
the Members may be taken without a meeting, without prior notice, and without a vote, if 
consents in writing, setting forth the action so taken, are signed by the Members having no 
less than the minimum number of votes that would be necessary to authorize or take action 
were present and voted. Every written consent shall bear the date and signature of each 
Member who signs the consent. Prompt Notice of the taking of action without a meeting by 
less than unanimous written consent shall be given to all Members who have not consented 
in writing to such action. 

VII. MANAGEMENT 

1. Management of Business. The Company .shall be managed by Alireza Dilmaghani, 
Esquire, (Managing Member) Attorney at Law, General Counsel of the Corporate Legal 
Department for Rainmaker Managed Living, LLC.l 16 W. 23rd Street, Suite 500. New York, 
NY 10011, (646) 375-2348, so long as he is able and willing to serve. If Alireza 
Dilmaghani, shall ever resign, or be unable or unwilling to serve the Company shall 
promptly seek a successor Manager by giving written notice to the Members, and seeking a 
majority vote of the members as to whom such successor shall be. The terms, duties, 
compensation, and benefits, if any, of the Managers shall be as follows: Alireza Dilmaghani. 
Esq., shall receive compensation for serving as Manager as follows: One Dollar Annually. 
The duties of the Manager shall be those duties reasonably necessary to conduct the 
Business of the Company, and shall include, but not be limited to: Normal day to day 
management with distribution authority and annual reporting authority, and such other 
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authority as may be required to manage the company within the meaning of the California 
LLC Act, all United States Treasury Regulations and all Internal Revenue Code sections 
relating to the management of the company. 


2. Removal of Managers. Any Manager (Managing Member) may be removed at any time, 
with or without cause, by the affirmative vote of Seventy-Five (75%) of the Membership 
Interests in the Company then entitled to vote. 

3. General Powers of Managers. Except as may otherwise be provided in this Operating 
Agreement, the ordinary and usual decisions concerning the business and affairs of die 
Company, shall be made by the Managers,(Managing Member). The managers have the 
power, on behalf of the Company, to do all things necessary or convenient to cany out the 
business and affairs of the Company, including, the power to: Purchase, lease, or otherwise 
acquire any real or personal property; Sell, convey, mortgage, grant a security interest in, 
pledge, lease, exchange, or otherwise dispose or encumber any real or persona! property; 
Open one or more depository accounts and make deposits of any checks into same and 
withdraw'als against such accounts; Borrow money, incur liabilities, and other obligations; 
Enter into any and all agreements and execute any and all contracts, documents, and 
instruments relating to the Business; Engage consultants and agents, define their respective 
duties and establish their compensation or remuneration; Obtain insurance covering the 
Business and affairs of the Company; Participate with others in partnerships, joint ventures, 
and other associations and strategic alliances only w'here same are directly in pursuit of the 
Business, as defined above. As an express limitation on the nature of the Business and the 
powers granted the Managers herein, the Company is intended to hold interests in real estate 
for investment purposes only, and no activities inconsistent with such limited purposes shall 
be undertaken. 

4. Limitations. Notwithstanding the foregoing and any other provision contained in this 
Operating Agreement to the contrary, no act shall be taken, sum expended, decision made, 
obligation incurred, or power exercised, by any Manager on behalf of the Company except 
by the consent of Seventy-Five (75%) of all Membership Interests with respect to: Any 
significant and material purchase, receipt, lease, exchange, or other acquisition of any real or 
personal property or business; The sale of all or substantially all of the assets and property of 
the Company; Any mortgage, grant of security interest, pledge, or encumbrance upon all or 
substantially all of the assets and property of the Company; Any merger; Any amendment or 
restatement of the Articles or of this Operating Agreement; Any matter which could result in 
a change in the amount or character of the Company's capital; Any change in the character 
of the business and affairs of the Company; The commission of any act which would make it 
impossible for the Company to carry on its ordinary business and affairs; Any act that would 
contravene any provision of the Articles or of this Operating agreement or the Act. 


5. Standard of Care. Every Manager shall discharge his or her duties as a Manager in good 
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faith, with care an ordinary prudem person in a like position would exercise under similar 
circumstances, and in a manner he or she reasonably believes to be in the best interests of 
the C'ompany, A manager shall not be liable for any monetary damages to the Company for 
any breach of such duties except for a receipt of a financial benefit to which the Manager is 
not entitled; voting for or assenting to a distribution to .Members in violation of this 
Operating Agreement or the Act; or a knowing violation of the law. 

Vlll. EXCULPATION OF LIABILITY: INDEMNIFICATION 


1 . Exculpation of liability. Unless otherwise provided by law or expressly assumed, a 
person who is a Member or Manager, or both, shall not be liable for the acts, debts or 
liabilities of the Company. 

2. Indemnification. Except as otherwise provided in this Article, the Company shall 
indemnify any Manager and may indemnify any employee or agent of the Company w'ho 
was or is a party or is threatened to be made a party to a threatened, pending or completed 
action, suit or proceeding, whether civil, criminal, administrative, or investigative, and 
whether formal or informal, other than an action by or in the right of the Company, by 
reason of the fact that such person is or was a Manager, employee or agent of the Company 
against expenses, including attorney's fees, judgments, penalties, fines, and amounts paid in 
settlement actually and reasonably incurred by such person in connection with the action, 
suit or proceeding, if the person acted in good faith, with the care an ordinary prudent person 
in a like position would exercise under similar circumstances, and in a manner that such 
person reasonably believed to be in the best interests of the Company and with respect to a 
criminal action or proceeding, if such person had no reasonable cause to believe such 
person's conduct was unlawful. 

To the extent that a Member, employee, or agent of the Company has been successful on the 
merits or otherwise in defense of an action, suit, or proceeding or in the defense of any 
claim, issue, or other matter in the action, suit, or proceeding, such person shall be 
indemnified against actual and reasonable expenses, including attorney's fees, incurred by 
such person in connection with the action, suit, or proceeding and any action, suit or 
proceeding brought to enforce the mandatory indemnification provided herein. Any 
indemnification permitted under this Article, unless ordered by a court, shall be made by the 
Company only as authorized in the specific case upon a determination that the 
indemnification is proper under the circumstances because the person to be indemnified has 
met the applicable standard of conduct and upon an evaluation shall be made by a majority 
vote of the Members who are not parties or threatened to be made parties to the action, suit, 
or proceeding. Notwithstanding the forgoing to the contrary, no indemnification shall be 
provided to any Manager, employee, agent of the Company for or in connection with the 
receipt of a financial benefit to which such person is not entitled, voting for or assenting to a 
distribution to Members in violation of this Operating Agreement or the Act. or a kno'wing 
violation of law. 
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IX. OTHER ACTIVITIES 

Any Member and the Managers may engage in other business ventures of eveiy nature, 
including, without limitation by specification, the ownership of anotlier business similar to 
that operated by the Company. Neither the Company nor any of the other Members shall 
have any right or interest in any such independent venture or to the income and profits 
derived there from. 


X. DISSOLUTION AND WINDING UP 

1. Dissolution. The Company shall dissolve and its affairs shall be wound up on the first to 
occur of the following events: At any time specified in the Articles or this Operating 
Agreement; Upon the happening of any event specified in the Articles or this Operating 
Agreement; By the unanimous consent of all Members; Upon the death, withdrawal, 
expulsion, bankruptcy, or dissolution of a Member or the occurrence of any other event that 
terminates the continued membership of a Member in the Company unless within Ninety 
(90) days after the disassociation of membership, a majority in interest of the remaining 
Members consent to continue the business of the Company and to the admission of one or 
more Members as necessary. 

2, Winding Up. Upon dissolution, the Company shall cease carrying on its business and 
affairs and shall commence the winding up of the Company's business and affairs and 
complete the winding up as soon as practicable. Upon the winding up of the Company, the 
assets of the Company shall be distributed first to creditors to the extent permitted by law. in 
satisfaction of Company debts, liabilities, obligations ant then to Members and former 
Members first, in satisfaction of liabilities for distributions and then, in accordance with 
their Sharing Ratios. Such proceeds shall be paid to such Members within One Hundred 
Twenty (120) days after the date of winding up. 

XI. MISCELLANEOUS PROVISIONS 

1 . Terms. Nouns and pronouns will be deemed to refer to the masculine, feminine, neuter, 
singular, and plural, as the identity of the person or persons, firm, or corporation may in the 
context require. The tenn "Internal Revenue Code" and/or “Treasury Regulations” shall 
refer to the Internal Revenue Code of 1986, as amended, 

2. Article Headings. The .Article headings and numbers contained in this Operating 
Agreement have been inserted only as a matter of convenience and for reference, and in no 
way shall be construed to define, limit, or describe the scope or intent of any provision of 
this Operating Agreement. 

3. Counterparts. This Operating Agreement may be executed in several counterparts, each 
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of which will be deemed an original but all of which will constitute one and the same. 

4. Entire Agreement. This Operating .Agreement constitutes the entire agreement among 
the parlies hereto and contains all of the agreemenLs among said parties with respect to the 
subject matter hereof. This Operating Agreement supersedes any and all other agreements, 
either oral or written, between said parties with respect to the subject matter hereof. 


5. Severability. The invalidity or unenforceability of any particular provision of this 
Operating Agreement shall not effect the other provisions hereof, and this Operating 
Agreement shall be construed in all respects as if such invalid or unenforceable provisions 
were omitted. 

6. Amendment. This Operating Agreement may be amended or revoked at any time by a 
written agreement executed by all of the parties to this Operating Agreement, except where a 
lesser percentage of Membership Interests is permitted elsewhere in this Operating 
Agreement, No change or modification to this Operating Agreement shall be valid unless in 
writing and signed by all of the parties to this Operating Agreement. 

7. Notices. Any Notice permitted or required under this Operating Agreement shall be 
conveyed to the party at the address reflected in this Operating Agreement and will be 
deemed to have been given, when deposited in the United States mail, postage pre-paid, or 
when delivered in person, or by a national overnight courier or by facsimile transmission 
(the receipt of which is confirmed by the sending fax unit printout). 

8. Binding Effect Subject to the provisions of this Operating Agreement relating to 
transferability, this Operating Agreement will be binding upon and shall inure to the benefit 
of the parties, and their respective distributee’s heirs, successors and assigns. 

9. Governing Law. This Operating Agreement is being executed and delivered in the State 
of New York and shall be governed by, construed, and enforced in accordance with the laws 
of the State of New York. 

NOTE REGARDING MET HOD OF OPERATION 


The purpose of the Rainmaker Managed I.ivingJMortgage Group, 4150S. LLC is to engage in the financing 
of the real estate used by any Rainmaker entity for independent living, assisted living, adult living, life care 
and nursing home properties by use of first position mortgages on such properties. Rainmaker Managed 
Living,Mortgage Group, 41505, LLC. will be a targeted blind pool that will finance properties which have 
yet to be optioned, placed under contract, acquired or owned and managed by other Rainmaker Entities, 
which arc listed in the "OPERATIONAL FLOW CHART" section of the program report. The LLC will 
occasionally be compelled to invest in other commercial, industrial or residential property which may be an 
adjunct to space containing the facility intended to be used for assisted living, adult living and/or nursing 
home operations. An example would be a 10-story building wherein the first floor, or a portion of a 
structure is commercial space and the remaining floors are a former hotel, which could he converted to use 
as an assisted living, adult living and/or nur.sing home operation. Fractional member interests may be 
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purchased, with such fractional interests being made to equal one position as part of the overall 35 
numbers. The Rainmaker Managed Livlng.Mortgage Group.41505, LLC will have a Tenanev In Common, 
[T.I.C.] securitj interest guaranty in multiniillion dollar commercial real estate properties in the New York 
City and Southern California markets that are mortgaged by Rainmaker Managed IJving, Mortgage 
Group.41505, LLC, Your subscription is secured by the assigned T.I.C. interest in the property until you 
recieve full repayment at which time the T.I.C. interest is re-assigned to Rainmaker.Lpon satisfactory 
payment of the mortgages placed herein the members of the LIX’ will no longer have any interest in the 
property or the operations conducted on the property. This is a targeted blind pool for exclusive use of 
Rainmaker entities and is not a bank or trust company dealing with the public.This LLC will terminate 
after three years as stated supra or the term of the LLC may be increased in tenure by vote of the 
members. 


IN WITNESS WHEREOF, the parties hereto make and execute this Operating Agreement 
on the dates set below their names, to be effective on the date first above written. 

WITNESSETH; 

Rainmaker Managed Living 
Mortgage Group, 41505, LLC, 4/15/05 

/s/ Alireza Dilmaghani 


Alireza Dilmaghani, Esq, Managing Member 

Rainmaker Managed Living, Mortgage Group, 41505 LLC, [California] 
Rainmaker Corporate Legal Department, 

116 W. 23rd Street, Suite 500 
New York, New York, 10011, 

Telephone: (646) 375-2348, 


RAINMAKER MANAGED LIVING 
MORTGAGE GROUP 41505 LLC 

A LIMITED LIABILITY COMPANY 

TARGETED FIRST POSITION MORTGAGE PROGRAM, WITH T.I.C. TENANCY 
IN COMMON SECURITY INTEREST 

FOR INDEPENDENT LIVING, ASSISTED LIVING & ADULT LIVING 
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FACILITIES 

(Suitable for Cash Subscriptions and self directed IRA participants) 


April 15, 2005 


Rainmaker Managed Living, Mortgage Group, 41505, LLC, 
C/O: Rainmaker Managed Living LLC 
Corporate Legal Department 
116 W. 23rd Street, Suite 500 
New York, NY 10011 
(646) 375-2348 


PROGRAM REPORT’’ 


This program report describes the business plan for Rainmaker Managed 
Living,Mortgage Group, 41505 LLC, a New York Limited Liability Company. 

1000 FULL MEMBERSHIP UNITS AT $25,000.00 PER UNIT. TOTAL OFFERING 
TWENTY FIVE MILLION DOLLARS ($25,000,000.00) 

Rainmaker Managed Living,Mortgage Group, 41505 LLC, a New York Limited 
Liability Company, is designed as a targeted, blind pool, first position “PRIVATE” 
mortgage financing program, which will invest in assisted living, adult living and 
nursing home facilities operated by RAINMAKER entities only and shall not invest in 
any other property associated with any other owner except those properties owned 
and/or managed by a RAINMAKER entity. This LLC is not to be considered a Bank 
or Trust Company dealing with the public in any manner. 

OPERATIONAL FLOW CHART : Please read this section carefully as it is important 
that you understand the complexities of owning and LICENSING Independent Living, 
Assisted Living and Nursing Home properties. 

The Rainmaker Group at the present time operates in two states. New York and 
California. The operations plan calls for expansion on a nationwide basis over the next 
five (5) years. The Rainmaker Group is or will be engaged in the operation of three 
types of facilities. Independent Living, Assisted Living and Nursing Homes, which will 
offer standard and specialized acute care options. 

Each and every state has a stringent set of rules regarding who may operate a 
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LICENSED facility. Keeping these license requirements in mind Rainmaker has 
structured its operations to meet these licensing needs. Rainmaker uses a three-tier 
approach. The Property is owned by the individual LLC for the state in which it is 
located. At this time there are two property Ll.Cs. RAINMAKER MANAGED 
LIVING. LLC (CALIFORNIA) AND RAINMAKER MANAGED LIVING, LLC 
(NEW YORK) 

The California LLC will own any California property and the New York LLC w ill own 
any New York property. Additionally, there are two general partnerships, which 
operate as DBAs. Rainmaker Realty Partners New York, (a New York State DBA) and 
Rainmaker Realty Partners California, (a California State DBA) These DBAs ow'n the 
businesses contained on the property in each state. 

The DBAs are controlled by Alireza Dilmaghani. Mr. Dilmaghani is a licensed New 
York State attorney and Real Estate Broker. The DBAs have a contractual 
arrangement wherein all profits are turned over to their respective companion LLC 
for the state the DBA operates in. The DBAs apply for and hold the state license to 
operate the facility. This plan allows for a single individual (Mr. Dilmaghani) to hold 
the license to operate the facility and alleviates the need for each member of the LLC 
to be on the license. 


If this operational plan were not utilized then each member would have to give each 
state the permission to check the individual members background, check the members 
credit, and the members would each have to appear in person to take pictures and give 
fingerprints and personal financial statements to each state licensing authority. 
Additionally no license would be granted until all the members were vetted and 
approved causing needless massive delay and confusion. 

An agreement is in place between the DBAs and the LLCs,that all profits will be given 
to the LLCs by the DBAs and Mr. Dilmaghani will not be compensated in any manner 
for his services as licensee. Additionally the contract contains provisions which turn 
over all rights of ownership in the business to the LLCs in the event the LLC members 
vote to remove Mr. Dilmaghani. Finally each DBA and LLC has an interchangeable 
agreement wherein all profits from the four entities will be pooled and shared amongst 
the members.Additionally Rainmaker Managed Living,Mortgage Group,41505, LLC 
will have a Tenancy In Common, [T.I.C.] security interest guaranty in multimillion 
dollar commercial real estate properties in the New York City and Southern California 
markets that are mortgaged by Rainmaker Managed Living,Mortgage Group,41505, 
LLC. Your subscription is secured by the assigned T.l.C. interest in the property until 
you recieve full repayment at which time the T.l.C. interest is re-assigned to 
Rainmaker .Upon satisfactory payment of the mortgages placed herein the members of 
the LLC will no longer have any interest in the property or the operations conducted 
on the property. 
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The Rainitiaker Group operates two additional LLC entities which are the subject of 
this program. Rainmaker Managed Living Mortgage Group 41505, LLC and 
Rainmaker Managed Living SMHC Kings Park, LLC. These two entities arc separate 
and apart from the operating entities set forth supra. These two entities raise capital to 
finance property acquisition for use by the Rainmaker Group of companies. Members 
in these two entities have no ownership interest in the property and/or business. 
Members in these two entities are holders of first position mortgages, which carry a 30- 
year amortization and three-year payoff as describe in the program report. These 
entities offer an exceptional payout over a three-year period. The members of these 
entities are fully secured by a first position mortgage on the real estate utilizing such 
mortgage funds. 


REGISTRATION WITH 
STATE OR FEDERAL SECURITIES AGENCY 

The target, blind pool, first position mortgage program described herein is not 
considered a public offering or a private offering of securities or a limited partnership 
exempt from registration under any State or Federal securities act as the subscribers 
herein are subscribers with full control over any property upon which a mortgage shall 
be placed. It is the opinion of the managing member that based upon the fact that all 
members in the Rainmaker Managed Living,Mortgage Group,41S05, LLC will have a 
Tenancy In Common, [T.I.C.] security interest guaranty in multimillion dollar 
commercial real estate properties in the New York City and Southern California 
markets that are mortgaged by Rainmaker Managed Living,Mortgage Group,41505, 
LLC, the assigned T.I.C. interest in the property renders all subscribers as possessing 
full control over any property upon which a mortgage shall be placed that such control 
makes the subscriber a controlling member, not a passive investor under the laws of all 
fifty (50) states, and renders any such registration under any Federal or State Blue Sky 
registration or securities act non-applicable as this program is a Limited Liability 
Company not a third party trust, limited partnership, stock offering or note offering. 

WHAT IS INDEPENDENT, ASSISTED & ADULT LIVING? 

Independent Living is for people who need no care. Assisted living facilities are for people 
needing assistance with Activities of Daily Living (ADL) but wishing to live as 
independently as possible for as long as possible. Assisted living exists to bridge the gap 
between independent living and nursing homes. Residents in as.sisted living centers are not 
able to live by themselves but do not require constant care either. Assisted living facilities 
offer help with ADL such as eating, bathing, dressing, laundry, housekeeping, and assistance 
with medications. Many facilities also have centers for medical care; however, the care 
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offered may not be as intensive or available to residents as the care offered at a nursing 
home. Assisted living is not an alternative to a nursing home, but an intermediate level of 
long-term care appropriate for many seniors. 

Rainmaker Managed Living, Mortgage Group, 
41505, LLC, 

Overall Objectives and Strategy 

Investment Objective: Rainmaker Managed Living, Mortgage Group, 4L505, L!,,C, shall 
hold first position mortgages on properties owned and/or managed by other Rainmaker 
entities. The Rainmaker Managed Living, Mortgage Group, 41505, LLC, program seeks 
favorable returns primarily through income from real estate investments as applied to 
facilities owned by other Rainmaker entities. Rainmaker Managed Living, Mortgage Group, 
41505, LLC, will not own the property. Rainmaker Managed Living, Mortgage Group, 
41505, LLC, will hold a first position mortgage on the property only and upon satisfactory 
repayment of such first position mortgage Rainmaker Managed Living, Mortgage Group, 
41505, LLC, shall cease to have any connection with the property or the operations 
conducted on the property. 


Investment Strategy: Rainmaker Managed Living, Mortgage Group, 41505, LLC, will 
invest 100 percent of its assets directly in first position mortgages for facilities operated by 
Rainmaker entities such as independent living, assisted living, adult living and nursing home 
real estate owned and other real estate operated by Rainmaker entities only. Other than the 
mortgage Rainmaker Managed Living, Mortgage Group, 41505, LLC, will have no other 
interest in the property. 

Rainmaker Entitles are those Independent Living, Assisted Living, Adult Living, Life 
Care and Nursing Home Facilities which are now or shall in the future be acquired 
and/or operated by Rainmaker entities (see operation flow chart). Rainmaker 
Managed Living, Mortgage Group, 41505, LLC, will “NOT” invest the funds of 
Rainmaker Managed Living, Mortgage Group, 41505, LLC, held in escrow by the 
managing member of Rainmaker Managed Living, Mortgage Group, 41505, LLC, in 
any property which is not owned and/or operated by a Rainmaker Entity. ALL 
INVESTMENTS MADE BY RAINMAKER MANAGED LIVING, MORTGAGE 
GROUP, 41505, LLC, SHALL BE FIRST POSITION MORTGAGES ONLY UNLESS 
SUBROGATED POSITIONS ARE AGREED TO IN ADVANCE BY A MAJORITY 
OF THE MEMBERS. All RAINMAKER MANAGED LIVING, MORTGAGE 
GROUP, 41505, LLC, funds will be held in an attornev’s trust account at Commerce 
Bank, 1995 Broadway, New York, NY 10023. 

Rainmaker Managed Living, Mortgage Group, 41505. LLC, is a blind pool mortgage fund 
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which will hold first position mortgages on various assisted living, adult living and nursing 
home facilities located throughout the United States primarily focused in New- York City 
and Southern California. 

Rainmaker Managed Living, Mortgage Group, 41505, LLC,, plan of operation shall be to 
operate in a manner designed to return to the member a total of 1 10% simple interest over 
three years (36 Moiith.s), The plan includes 25% annual interest paid monthly from interest 
only mortgage payments made by Rainmaker entities. 

The mortgages initiated by the April 15, 2005, shall be three (3) year instruments with a 
payout comprised of 35 monthly simple interest only payments and a 36th month final 
payment consisting of an ETF Early Tennination Fee of 35% and repayment of the 
principle. 

Each and every first position mortgage loan made by the LLC shall carry a special interest 
only payment provision which will require an additional 35% ETF Early Termination Fee 
above and beyond the full repayment of the original mortgage loan. Terms may be extended, 
suspended, modified or renegotiated upon a vote of a 51% majority of members of record 
after a vote is requested by the managing member as to any extension, suspension, 
modification or renegotiation. 


Rainmaker Managed Living, Mortgage Group, 41505, LLC, will acquire first position 
mortgages to finance assisted living facilities, life care contract facilities and nursing home 
facilities owned and operated by other Rainmaker entities. These first position mortgages 
will have a 30 year amortization subject to an ETF (Early Tennination Fee) provision of 36 
months resulting in a three year payout. There will be interest only payments in the first 36 
months and a final payoff at the end of the 36th month. Thereafter the partnership will cease 
to exist, unless extended by a vote of the members upon request from the managing member. 

Rainmaker Managed Living, Mortgage Group, 41505, LLC, will execute a 30 year 
amortized mortgage at 9.50 percent interest. The mortgage will be structured wherein the 
Rainmakei entity which owns the property will pay to Rainmaker Managed Living, 
Mortgage Group, 41505, LLC, on the first day of each month "ACCELERATED" interest 
only payments of $25,000.00 per month for each One Million Dollars borrowed for a period 
of 36 months. On the last business day of the 36th month the mortgage will be retired and an 
early termination fee of 35% of the principle hereinafter referred to as the ETF will be 
assessed. 

On each One million Dollars loaned Rainmaker Managed Living. Mortgage Group, 41505, 
LLC, will receive Three Hundred Thousand Dollars [$300, 000.00] annually of which Tw'o 
hundred and Fifth Thousand Dollars [$250,000.00] will be distributed to the members. The 
remaining balance will be used to manage Rainmaker Managed Living, Mortgage Group, 
41505, LLC, and pay expenses. 
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Upon termination at the end of the 36th month Rainmaker Managed Living, Mortgage 
Group, 41505, 1J.,C. will receive the principle of One Million Dollars |$ 1,000.000.001 and 
the ETF of Three Hundred and Fifty Thousand Dollars. ($.350,000,001 

The One Million Dollars ($1,000,000.00] principal and the ETF of Three Hundred and Fifty 
Thousand Dollars. [$350,000.(K)1 will be distributed to Rainmaker Managed Living. 
Mortgage Group, 41505, LLC, members accordingly pursuant to the number of units held in 
the LLC. 

GRANDFATHER CLAUSE FOR SUBSEQUENT LLC PARTICIPATION 

Thereafter in the event any new MORTGAGE RELATED LLC is created the original members in the 
existing LLC will be offered right of first refu,sal to subscribe for units before the units are offered to 
new members. 


WHO IS THE MANAGING MEMBER? 

Rainmaker Managed Living, Mortgage Group, 41505, LLC. is managed by Alireza Dilmaghani, 
Esquire, Attorney at Law, General Counsel with the Rainmaker Managed Livng, LLC, Corporate Legal 
Department. 

Rainmaker Managed Livng, LLC, Corporate Legal Department is located at 1 16 W, 23'** Street, corner 
of Sixth Avenue, Suite 500, New- York, NY 1001 1 . The area is know'ii as Chelsea and is a hub of legal 
and commercial activity in Manhattan. 

EVIDENCE OF LLC MEMBERSHIP 

Each member shall receive a certificate of ownership, carrying the “SEAL” of Rainmaker Managed 
Living, Mortgage Group, 41505, LLC, as to the members subscription position(s) regarding number of 
membership units held in Rainmaker Managed Living, Mortgage Group, 41505, LLC, These units may 
be subscribed for by anyone. The units are suitable for IRA self managed accounts. 

MEMBER VOTING RULES 

Rainmaker Managed Living, Mortgage Group, 41505, LLC, shall submit all questions except the 
placement of first position mortgages to a vote of the membership, A vote of 51% of existing members 
shall carry a question submitted. Any less than 51% shall deem the question submitted rejected by the 
members. Rejected questions may be resubmitted at any time according to the rules set forth herein. 

RISKS & INDEMNIFICATION 

The value of your units in the Rainmaker Managed Living, Mortgage Group, 41505, LLC, will not go 
up and down based on the value of Rainmaker Managed Living. Mortgage Group, 41505. LLC, assets 
and the income the assets generate. All mortgage.s shall be formulated to hold the value of the members 
original subscription. ($25,000.00) per unit. In addition insurance polices may be used to further 
solidify the safety of the members suh.se ription. The potential risk associated is minima! based upon the 
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experience and operaling plan ol the managing member. 


RAINMAKER MANAGED LIVING, MORTGAGE GROUP, 41505, LLC. 
BLANKET PROTECTION 

Your risk is limited to the value of your units. Rainmaker Managed Living, Mortgage 
Group, 41505, LLC, is a limited liability company and as such your risk is minimized 
by the law' of the State of New York as applied to Limited Liability Companies. 

INABILITY TO WAIVE COLLECTION 

Members in the LLC cannot waive monthly interest payments or any other quarterly, annual or final 
mortgage payoff distribution. Checks are sent automatically to each member of record. 

EVIDENCE OF MEMBERS POSITION IN ALL HOLDINGS 

Each mortgage negotiated by Rainmaker Managed Living, Mortgage Group, 41505, 
LLC, shall be filed in the name of Rainmaker Managed Living, Mortgage Group, 
41505, LLC, with the applicable recording authority wherein the property is located. 
Attached to the mortgage instrument filing made by Rainmaker Managed Living, 
Mortgage Group, 41505, LLC, will be an addendum listing the names and addresses of 
each member who holds an interest in Rainmaker Managed Living, Mortgage Group, 
41505, LLC, 


OPERATIONS CONSIDERATIONS 

The Portfolio and the operations to be conducted by Rainmaker Managed Living, Mortgage Group, 
41505, LLC, are subject to normal business caveats such as bankruptcy, and force majeure events such 
as fires, natural disasters, acts of god, and terrorism events. If any of these events occur losses may 
result. The managing member based upon his own expertise and the expertise of his staff has crafted a 
business plan to anticipate and guard against such events as much as such events can be anticipated and 
guarded against. The Rainmaker Managed Living, Mortgage Group, 41505, LLC, program will require 
all tenants in mortgaged facilities under loans from Rainmaker Managed Living, Mortgage Group, 
41505, LLC, to be fully insured and compliant with all Town, City, County, State, and Federal 
regulations relating to any and all safety issues. 

The issues include but are not limited to all federal, slate and local laws and regulations relating to 
enviionmental protection and human health and safety. These laws and regulations govern wastewater 
discharges, air emissions, operation and removal of underground and aboveground storage tanks, use, 
storage, and disposal of hazardous materials, and the remediation of continination associated with 
disposals. 

Ihis liability is without regard to fault for, or knowledge of, the presence of such substances. A 
landowner may be held liable for hazardous materials brought onto llie property before it acquired title 
and for hazardous materials that are not discovered until after it sells the property. Similar liability may 
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occur under applicable state law. 

Additionally, tire presence of tlie,se substances or the failure to properly remove these substances may 
affect the ability of the members to sell or rent a Property or to use a Property as coUaleral for future 
refinaiicing of the Loan. Rainmaker Managed Living, Mortgage Group, 41 .505. LLC. does not make any 
representations to the members regarding the absence of hazardous substances on any property. It is 
anticipated that the due dilgence of the Managing member in the mortgage placement process will reveal 
any such substance and result in the rejection of the mortgage by the managing member. 

If any hazardous materials are found at any time within any portion of a Property in violation of law. 
Rainmaker Managed Living, Mortgage Group, 41505, LLC, may be jointly and severally liable for ail 
cleanup costs, fines, and penalties. This potential liability will continue after the owner or tenants sell 
their interests and may apply to hazardous materials present within a Property before the owners or 
tenants acquired their intere.sts. The presence of hazardous substance contamination could adversely 
affect the financial viability of a Property and, in extreme ca.ses, a Property could be rendered worthless 
and Rainmaker Managed Living, Mortgage Group, 41505, LLC, could be obligated to pay cleanup 
costs. It is anticipated that the due dilgence of the Managing member in tlie mortgage placement process 
will reveal any such substance and re.sult in Ute rejection of the mortgage by the managing member. 

Rainmaker Managed Living. LLC, April 15, 2005, will use every rea.sonable investigatory tool at its 
disposal as part of the Rainmaker Managed Living, Mortgage Group. 41505, LLCs business plan in an 
effort to determine if such hazards exist. It is of the opinion of the managing member that this potential 
liability will not occur. 


RAINMAKER MANAGED LIVING, MORTGAGE GROUP, 41505, LLC 
APRIL 15, 2005 
IS NOT A TAX SHELTER 

Rainmaker Managed Living, Mortgage Group, 41505, LLC, is a profit making venture and will offer 
very little tax benefits to the members as applied to sheltering active or passive income. Rainmaker 
Managed Living, Mortgage Group, 41505, LLC, will invest in first position mortgages which may offer 
some tax benefits and should such tax benefits materialize they will be passed through to the members 
according to equal division rules regarding number of units held divided by number of members of 
record at the time of the pass through, 

LIQUIDITY OF UNITS 

Rainmaker Managed Living, Mortgage Group, 41505, LLC, will repurchase and/or arrange liquidation 
of any amount of units from a member at any time after activation of Rainmaker Managed Living, 
Mortgage Group, 41505. LLC,(activation is described as full subscription of all $25 Million dollars to 
units) and completion of placement of the total $25 million dollars in first position mortgages. 

Ill certain events wherein all the funds to escrow have been used to purchase first po.silion mortgages in 
properties, the managing partner may be forced to borrow against a property or resell units tendered to 
third parties causing a possible delay in redeeming units for cash. 
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The mcmbei' may sell units to another person or entity without the approval of Rainmaker Managed 
Living. Mortgage Group, 41-005, LLC, as long as an offer to purchase is firs! made to Rainmaker 
Managed Living, Mortgage Group, 41505, LLC, and its managing partner and all members of record 
through the e-mail communications system. In the event of an offer under right of first refusal the 
managing member shall have first option and thereafter the equity partners shall have first come, first 
served option for a period not to exceed ten (10) business days from tiie time the redeeming member 
offers the units for repurchase on the e-mail communications system. 


VISITING FACILITIES 

Rainmaker Managed Living, Mortgage Group, 41505, LLC, members are encouraged to visit 
facilities wherein Rainmaker Managed Living, Mortgage Group, 41505, LLC, holds mortgages. 
Members are requested to keep in mind that clienLs come to Rainmaker facilities under the exclusive 
Tenancy in Common (TIC) program to retire in luxury and with the sense of security only Rainmaker 
can offer. The.se clients pay Rainmaker entities a minimum of $250,000.00 to retire in a carefree setting 
with no distractions. Rainmaker clients also demand security and peace and quiet. Rainmaker facilities 
are distinct in that they are not open to the public. We discourage any visit to any facility unless 
management is aware of the visit. We understand that member.s (or prospective members) of the 
Rainmaker Managed Living, Mortgage Group, 41505, LLC, may have a desire to visit facilities as they 
are placed in the Rainmaker Managed Living, Mortgage Group, 41505, LLC, portfolio of mortgage 
assets.The Rainmaker entities which own the facilities have a guided visitation program wherein 
prospective or current members of the Rainmaker Managed Living, Mortgage Group, 41505, LLC, will 
be taken to a facility by management staff after presenting themselves at our law finn offices in New 
York or Los Angeles. There are no exceptions to these rules as we have a contract regarding these 
security measures with our clients that we must abide by. If you are seriously considering a visit to a 
Rainmaker facility, please call the East Coast or West Coast offices to arrange for a tour. 

E-MAIL COMMUNICATIONS SYSTEM 

All communications regarding mortgage sale and/or acquisition or repurchase of units or general 
business between the members and the managing member and Rainmaker Managed Living, Mortgage 
Group, 41505, LLC, will be via the Rainmaker Managed Living, Mortgage Group, 41505, LLC,E-Mai] 
communications system. 

MORTGAGEMEMBERS@AOL.COM 


Each and every member of Rainmaker Managed Living, LLC, April 1, 2005, is requested to 
maintain an E-mail account and report such E-mail address to Rainmaker Managed Living, 
Mortgage Group, 41505, LLC, and the managing member. Distributions of all reports and 
transactions except for monetary payment transactions will be via the E-mail 
communications systems. In the event a member desires mail only in place of the e-mail 
system the member is advised that he/she/it will receive their reports and advisements in a 
fashion much slower than other partners who utilize the e-mail system. Any delay, inability 
to record a vote, or loss due to the slow movement of surface mail, is the sole responsibility 
of the partner. 


http!//ww-wsraininakcrUfecare.coni/rainniakermortBatjeUc/nart-'f*-'s^!-t--p-ia,-‘ !c n- 
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DEATH OF A MEMBER OR 
DISPUTE REGARDING A MEMBER 

In the event a member's shall become incapacitated or deceased, the member's interests shall 
be first governed by the members will or written directive and thereafter subject to the 
intestacy laws in the member's state of residence. In the event of any dissolution of a 
marriage, partnership, business relationship, or any type or form of legal dispute for any 
reason whatsoever. Rainmaker Managed Living, .Mortgage Group, 41505, LLC, shall not be 
held responsible except for the original investment value per unit for units subscribed, and 
any accumulated interest or distribution to date which has yet to be distributed. 

During the transition phase of the estate or dissolution, all interest payments and quarterly 
distributions or distributions from a sale or transfer of a property shall continue to the estate 
trustee or court ordered trustee. If no such tmstee is appointed, such funds will be distributed 
in accordance with the directive of any court having control upon application by the 
managing member to the court for an order of distribution. 

PAYMENT TRANSACTIONS 

The sending or receiving of any cash, check, money order or monetary instrument either to 
or from the managing merabershall be by United States mail or a generally recognized 
commercial package courier. Payments sent by the managing partner shall be sent to the 
address listed on the last page of this report (the subscription page) and payments sent to: 


Rainmaker Managed Living 
Mortgage Group 41505 LLC, 

Rainmaker Managed Living, Corporate Law Department, 

116 W. 23rd Street, Suite 500, 

New York, New York, 10011. 

CONSTRUCTION OF THIS DOCUMENT 

Rainmaker Managed Living, Mortgage Group, 41505, LLC, is organized under the Limited 
Liability Company Act of the State of New York and will be governed by same. In the event 
Rainmaker Managed Living, Mortgage Group 41505 LLC, shall utilize a DBA in 
connection with activities engaged in by Rainmaker Managed Living, Mortgage Group, 
41505, LLC, such DBA shall also be governed by the laws of the State of New York. Any 
portion of this document held unenforceable by a court of law shall not affect the surviving 
portions of the document. Any changes in the management rules of Rainmaker Managed 
Living Mortgage Group 41505 LLC. shall be approved by majority vote of the members of 
record at the time the change is presented for an approval vote. 


hltp://www.raimnakerlifecare.co!n/rainmakermn*^ 
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THE REPORT IN ITS ENTIRETY 

This report constitutes the agreement between the members and the managing 
member in its entirety. No other verbal or written representation is of any force or 
effect. 


QUESTIONS 

In the event you have any questions, please feel free to call: 
646-375-2348 


Dated: April 15, 2005 

/s/ Alireza Dilmaghani 

By: 

Alireza Dilmaghani 
Managing Member 
Rainmaker Managed Livng 
Corporate Legal Department 
116 W.23^<^ Street, Suite 500 
New York. NY 10011 
646-375-2348 
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RAINMAKER MANAGED LIVING, MORTGAGE GROUP, 41505, 

LLC 

A New York Limited Liability Company 

April 15, 2005 

Subscription Agreement 

Rainmaker Managed Living, Mortgage Group, 41505, LLC 
A New York Limited Liability Company 


The undersigned hereby subscribes to purchase membership unit(s) in the amount of S 

25,000.00. I understand that proceeds from this Subscription Agreement will be used by Rainmaker 
Managed Living, Mortgage Group 41505, LLC, to purchase first position mortgages in Real Estate to be 
used for assisted living, adult living or nursing home operations operated by Rainmaker entities only and 
for no other purpose. 

I have tendered with this agreement the sum of THOUSAND DOLLARS as payment 

(Check No: ) [Leave blank if funds are wired] 

I have read the operating agreement and program report for the Rainmaker Managed Living, Mortgage 
Group 41505, LLC, and agree to ail of the conditions contained in the operating agreement for 
Rainmaker Managed Living. Mortgage Group 41505, LLC, (New York) and agree to be bound by same. 

This Subscription Agreement, together with the conditions contained in the operating agreement for 
Rainmaker Managed Living, Mortgage Group 41505. LLC.constiruies the entire agreement between the 
parties, and supersedes any prior written or oral agreement(s). 

I understand that my monthly interest checks will be sent by First Class U.S. Mail on the last business 
day of the month and may lake 3 to 5 days for delivery coast to coast. 

MAKE YOUR BANK CHECK PAYABLE TO: RAINMAKER MANAGED LIVING. LLC, and 
EXPRESS MAIL TO: Rainmaker Managed Living, LLC, 116 W. 23rd Street, Suite 500, New York. NY 
10011 (646)375-2348 

MEMBER INFORMATION: 


X X. 


Members Name’(s): 


http://www.rammakeriifecare com/rainmakerraortea 2 enc^suhsc'^'^f’n''-->o-^r^’'"P' 
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Rainmaker Managed Living LLC 


Members Address: 


Members City/Slate/Zip: 
Members SS#: 

Members Telephone/ AC: 
1 Submit ; 
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Addendum Seven 

Title Reports 


Title Search. COM 




125 W MAIN ST. KINGS PARK, NY 11754-1607 
County: SUFFOLK NY 

Properly Use: Homes {retired; handicap, rest; convalescent; nursing) 
Parcel Number: 0800-012.00'02.00-010-000 


Census Tract: 361031347.049003 

Zoning; 

Thomas Bros Pg-Ghd: 


Owner Name: SMAH CORP Assessment Year: 2004 

Care Of Name: 

Mailing Address:121-125 W MAIN ST, KINGS PARK. NY 11754-1607 


Assessment Year. 
Assd Land Value: 
Assd Improvement: 
Total Assessed Value: 
Assesses Name; 
Mailing Address: 


2004 Market Value Year: 

$535 Market Land Value; 

S15.375 Market Improvment Value; 
$15,910 Total Assessor Market Value; 

SMAHCORP 

121-125 W MAIN ST 

KINGS PARK, NY 11754-1607 


Tax Rate Code Area; 

Tax Year: 

Total Tax Amount; 
Deiiquent Year; 

Tax Account iO; 
Homeowner’s Exemption: 
Tax Exemptions: 


473405 

2004 

$20,998 

00010000 


District; 0800 

Abbreviated Description: 12,-2-10 '1651 L 1 & PT L 2 NINEVIEV>/ 
City/Muni/Twp: SMITHTOWN 


Lot Size; 30,056 SF 

Building Area: 

Year Built: 

Number of Buildings; 

Number of Units; 

Number of Stories; 

Style: 


Bedrooms: 

Baths: 

Partial Baths; 
Number of Rooms: 
Garage Type- 
Number of Cars: 
Basement: 
Foundation: 


Pool; 
Fireplace; 
Type Const: 
Ext Wails: 
Heating: 
A/C: 

Roof Cover: 
Elevator: 


.No (•‘ounfi 


Tile Subject Property infotmafion report will provide ail the information available to u$ from public records for the address listed 
above. !r, additicn to any recent .sales data and mortgage information, it will rnciude, where avaiiable, the physical 
ch.arac'cristics of the property. 


Information reyarcJ^rsg the ohysica! characteristics of a given property, such as living area, year built, bedrooms baths.etc... .and 
previous sales information are obtained from public record and reported as is. As such, they will vary m content and 
comp-eterisss from county to county and slate to slate 

■•Iv r ^ as I'ol been vehfkKi by this service through inspectiori and 'riay be subject to erro’S due to 
V 1 ^ ^ ti :n.s oi any other changes as woli as inaccumls repcriing by previous owno.rs, agents or the public 


Liens 

No otner liens iccateo .r- cr;Ov.-troniC databases. Be aware that certain liens aie only availab'e ihiotipli an in-persoti vis;t to the 

records office. 
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Property Detail Report 

For Property Located At 
125 WMASN ST, KINGS PARK NY 1175*5-1007 
Owner information: 

Owner Name. 

Mailing Address, 

Phone Number: 

Location Information: 


SMAH CORP 

121-125 W MAIN ST, KINGS PARK NY 1175*1-1607 CQl: 

Vesting Codes: 


Legal Description: 

13-520076 TC-63 '1651 L 1 & PT L 2 NINEVfEW 


County: 

SUFFOLK, NY 

APN; 

0800-012-00-02-00-010-000 

Census Tract/Btook; 
Township-Range- Sect: 

1347 04 9 

Alternate APN. 
Subdivision; 


Legal Book.''Page- 


Map Reference: 

12 / 0800-012 

Legal Lot; 

10 

Tract #; 


Legal Block: 

2 

Sc^iooi Oistncl; 

473405 

Market Area; 

Neighbor Code: 

Owner Transfer tnfarmation: 

Munic/Township: 

SMITHTOWN TOWN 

Recording/Sale Date: / 

Sale Price: 

Document it: 

Last Market Sale Information: 

Deed Type; 

I®' Mtg Drxiument #: 


Recording/Sale Date: 

09/21/1983 / 

1®* Mtg Amount-Type; 

/ 

Sale Price: 

Sale Type: 

$225,000 

1®* Mtg Int. Rate/Type; 

1®* Mtg Document «. 

/ 

Document #: 

9429-245 

2"^ Mtg AmountType; 

/ 

Deed Type: 

Transfer Document #: 

BARGAIN & SALE DEED 

^ Mtg Int. Rate/Type; 
Price Per SqFt; 


New Construction: 


Multi/^it Sale; 

MULTIPLE 


Title Company 
Lender: 

Seller Name: 

Prior Sale Information: 
Prior Rec/Sale Date: 

Prior Sale Price: 

Prior Document #: 

Prior Deed Type: 

Property Characteristics: 
Gross Area: 
living Area: 

Tot Adj Area; 

Above Grade: 

Total Rooms; 

Bedrooms 
Bath(F/H); 

Year Built / Eft; 

Fireplace: 

» of Stories: 

Other Improvements; 

Site Information: 

Zoning: 

Flood Zone: 

Flood Panel: 

Flood Panel Date: 

Land Use: 

Tax Information: 

Total Value: 

Land Value: 

Improvement Value; 

Total Taxable Value: 


Prior Lender: 

Prior 1^* Mtg Amt/Type: 
Prior 1*^’ Mtg Rate/Type; 



Parking Type; 


Construct Type: 


Garage Area: 


Heat Type: 


Garage Capacity: 


Exterior wall: 


Parking Spaces: 


Porch Type: 


Basement Area. 


Patio Type; 


Fmish Bsmnt Area; 


Pool: 

1 

Basemen! Type: 


Air Cond. 

/ 

Root Type: 


Style; 


Foundafion: 


Quality. 


Roof Material: 


Condition; 


Acres: 

0.69 

County Use: 

X 

Lot Area: 

30,056 

State Use; 

360S100344G 

Lot Width-IOepth; 

X 

Site Influence: 

05/04/1998 

Res/C^mm Units: 

/ 

Sewer Type; 

NURSING HOME 



Water Type; 

$15,910 

Assessed Year: 

2003 

Property Tax: 

$535 

Improve %: 

097% 

Tax Area; 

$15,375 

Tax Year; 

2004 

Tax E.xemption: 


HOME FOR THE AGED 


$20,998.23 

473405 


Transaction History Report 

For Property Located At 

125 W MAIN ST, KINGS PARK NY 11754-1607 

TRANSACTION HISTORY 

History Record »: 1 

Sale: 

Sale Recording Date: 09/21/1983 
Sale Date: 

Rec- Document 9429-245 

Document Type- BARGAIN & SALE DEED 


Sale Price; 

Sale Price Type; 
MulS/SpIit Sale; 
Other Document s. 


$225,000 

MULTIPLE 


r,/nAn-F/-/K.-v. 
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Title Company 

Buyer, SMAH CORP 

Seller: 




Id 1 t ^ 

. j *1 

f id 1 ic. 

1 .S- 


M i 1 r , lO Dp i< f -V 1 

* (K* ' V O’ 


U'- tif " I U 


0 

125 W MAIN ST 

$15,910 



30,056 Sr 

,03 

3 COUNTRY LANE DR 

S5.180 



10.890 SF 

.04 

2 COUNTRY LANE DR 

S4.990 



14,810SF 

.04 

1 14 W MAIN ST 

S3.475 



10,890 SF 

,04 

now MAIN ST 

S5,240 



13,068 SF 

.05 

4 COUNTRY LANE DR 

SS.630 



10.890 SF 

.05 

5 COUNTRY LANE DR 

S5,120 



10.890 SF 

.07 

6 COUNTRY LANE DR 

$5,475 



13.068 SF 

.07 

1 CEDAR ST N 

S6.145 



13.504 SF 

.08 

80 FT SALONGA RD 

S4.880 



10,890 SF 

.08 

3 CEDAR ST N 

57,155 



12,197 SF 

.08 

7 COUNTRY LANE DR 

$7,600 



10.890 SF 

.09 

121 W MAIN ST 

S8,435 



17,424 SF 

.09 

2 CEDAR ST N 

$5,083 



12,197 SF 

.09 

8 COUNTRY LANE DR 

$5,130 



13,068 SF 


• lOOii liepor'. 

The Subject Property of 125 W MAtN ST, KINGS PARK, NY 11754-1607 is in Zone X and is considered to be OUT of the 
Special Flood Hazard Area {SFHA). 


AN AREA THAT IS DETERMINED TO BE OUTSIDE THE 1% AND 0.2% ANNUAL CHANCE FLOODPLAINS. 

The flood information contained in this report was obtained from maps pro/sded Dy the Federal Emergency Management 
Agency (FEMA), Whenever possible we will report ti the subject property is inside or outside of a 100 year Flood Hazard Area. 
These areas are defined as aieas that have a one percent (t%) chance tn any given year of being affected by a sigmlicant 
flood. 


The flood information contained in this report is merely a preinninary review intended to provide the buyer, seller or agent 
guidance and general proximity of the subject property in refaii-on to the too years flood hazard area. The buyer should obtain 
exact spocitic information from tlte seller or aget^t prior to iinalizmg his decision regarding the purchase of a given propeily 


Caotaminrir.ed Si'cs 



Report 


Hiszo'douK Wasae F'a.^'ilhos Report 

1 .41Mi. FRANK a SON 148 MAIN ST 

SQG_RCRISO;RCRfS -Small Quantity Hazardous Waste 
Generator or Other Facility 

SQG.RCRISO 

Persons or facility generating 220-2200 pounds (or 100-1000 Kg) per morrth of hazardous waste; are required to keep more 
records than condilionaliy exempt generators. The largest category of hazardous waste generators, SQGs, include automotive 
shops, dry cleaners, photographic developers or other facilities: tairner. gas tanks.car oit.underground injection control etc. 
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Addendum Eight 

Report From Client: 

,, ■ Jn'I'ervifw WITH Company Representative 

Mceling willi J.J, t,on\vay 
6/14/1)5'' 

2:0()pm 3:40pm 


I-loor leased b)' Climon and Clinton Allomeys as Law. 

Furman Law Finn sub-leases pan of floor. Wall signs by elevators. 

Main receptionist not directly connected to FurmaiTRainmaker. No visible business 
cards of any kind. 

Two other men and two women present in association with Furman Law 
Firm.5Rainmaker: 

The two women in the office were "convention girls". They were learning about all the 
different investments, e g, IRA's, 1031 exchanges, stock market options, etc,, so that 
when they met with potential investors at conventions, they could make suggestions on 
how to transfer those investments into Rainmaker investments. 

One guy was George, .LFs brother, not sure what he was doing. 

The other guy was Scott (?) who they brought in from Arizona as a consultant (can’t 
remember for what). He’s a retired attorney (didn't look that old). 

Name mentioned: Tom Simon - Consulting doctor in New' York 

JJ is currently living in a condo in San Pedro, ocean view. Planning on selling within 
next 12-18 months for big profit. Recently was in Des Moines (pretty- sure) for family 
reunion. Two brothers and one sister did not attend, both parents did. 

No business cards available - Furman Law Firm can't be used anymore, they’re making 
new ones with Rainmaker info 

Told JJ Josh had an old friend with a lot of money that... didn't let me finish, just said, 
“Tell him to call me.” 

Raised 10+ million in "partnership'' phase 25% annual return paid monthly + quarterly 
dividends when beds are sold. 30-yeaT contract, but Rainmaker expected to go public or 
be bought between 5 and 8 years. 

"Membership” phase - 110% return over 3 yrs. 25% first yr. 25% second yr,, 25% third 
yr., 35% lump (’’), 

Currently researching best way to proceed. Original thinking was to by presently 
operating facilities and change system to Rainmaker’s .system. New thinking is to build 
from scratch, which would allow bed sales to begin at groundbreaking. Pre-sales at 
$250k, $495k after, Beds are "owned” by buyer for the rest of their life or at a 
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hypoihetical cost ofSSOOO.mih For example: il'a buyer passes away after onK' (3 
months, then their estate would receive $146k back. 

JJ is trying to convince Sid, et ai to not sell beds at King’s Hiiibor, but to keep it as a 
nursing home iacility^ For bed owners to go to once they need more help than the assisted 
living Facilities are oFFering No additional charge, bed location just changes. 

I .a Habra facility has HUD loan that can’t be paid off until lOObCi*) which is whv it hasn't 
closed escrow yet. They are trying to figure out how. if possible, to get around that. 

One of phone conversations that 1 listened in on (he took all of his calls while 1 was 
there): Investor named Winnie (sounded like) who has at least S250k is planning on 
putting in another SI 50k on Friday. She was also asking about taking money out if 
necessary. JJ explained that she could take money out at any time, however, if the money 
hadn’t been in for over a year, then she would have to ‘'give back” 1 2.5% of her returns. 
To pull money out, ail she had to do was call Sid and allow up to 72 hours. 

Mentioned Sid as being huge guy, 6'6''. 

! threw out that 1 would love to go New York and check things out. He said, ” Tel! me 
when and i’ll have an attorney pick you up at the airport, give you a tour of the office and 
of the facilities (operating and in escrow. under inspection). You can meet Sid, Alireza, 
etc.” 

In regards to Ed Showalter'HighPark: 

lnvestor{both in Rainmaker and Highpark) called while 1 was there to talk about property 
that was scheduled to close on July 22"“^. Wanted to invest profit into Rainmaker. 

JJ has not been bringing Ed any new investors for this entire year because of Ed’s poor 
business management. Almost everyone JJ brought to him at end of last year is calling 
JJ, because they can’t get a hold of Ed and Ed’s office is not returning calls because they 
don’t know anything, to find out what the deal is. JJ said Ed will be back next week from 
China, where he was negotiating cement deals, and that he would set up a face to face 
between Ed and I. If Ed doesn’t say what I want to hear, 1 should request my original 
investment of $50k to be returned immediately. If Ed doesn’t follow through, JJ will 
help me get the money back. (He won’t let Ed make him look bad. ) 

I drove by the property in San Clemente. It had a dumpster in front, weeds were 
overgrown everywhere, the roof had been removed (just framing there), roof tiles were 
stacked along side ol wuil, and the doors were all open or unlocked. The interior had 
been gutted and there was new framing throughout, but no drywail, etc, 1 found a permit 
issued to Ed Showaiter for the property: Permit No. 0404 i 60 or 04-4 1 60, Description of 
work: Interior demo throughout dwelling; remove roof covering; (Fi) ply sheathing to 
remain. Date 12,'23/04. BMP/water quality inspection on 12/30,f04, initialed JH. 
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Slopped by couniy records building: property owners listed as (iary and Michele 
Silverman, Also drove by Highpark office in Gardena; industrial budding, gated, no 
attendant to opett gate at 4:2()pm. 
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Addendum Nine 

List ofLLC Members 


SiUNMAICER MANAGED LINING LLC 
Members of Record as of March 23,2005 

Mr. Aiireza Dilmaghajii 
C/0 Fuiman La\Y Fins 
116 W. 23®* Street 
Suite 500 

New York, KY 10011 

Mr. Sidney Levine 
C/0 Firaiiais Law Finn 
116 W. 23^ Street 
Suite 500 

New York, NY 10011 

Levine Family Trust 

FBO Loanna and Mark Levine 

C/0 Fimnan Law Finn 

116 W-ZS®** Street 

Suite 500 

New York, NY 10011 

Rainmaker Employee Retirement Trust 
CIO Furman Law Fkni 
1 16 W. 23^ Street 
Suite 500 

New York, NY 10011 

Fnnoaa Law Firm Employee Trust 
C/0 Puiman Law Firm 
116 W. 23®“* Street, Suite 500 
New York, NY 10011 

Quest Group Private Pension Fund 
O'O Funnan Law Finn 
1 16 W. 23"* Street, Suite 500 
New York, NY 10011 


Mr. James J. Conway 
C/0 Punimri Law Firm 
1 16 W. 23"* Street, Suite 500 
New YorL NY 10011 
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'Mr. Cedric Lacas 
C/0 Funaati Law Fimi 
116W. 23"^ Street 
Saits 500 

NewYori.NYlOOl! 


Dr. Catby Goodman 
C/0 Vxxns.m I-aw Finn 
new. 23*^ Street 
SaiteSOO 

New Yor]j; NY 10011 

Mrs. Racbel Goodman 
C/0 Farmac Law Firm 
new, 23"^ Street 
StiiteSOO 

New York, NY 10011 


STEVEN WALL and JENNIFER WALL 
C/0 Ftirmao Law Firm 
116 W. 23"^ Street 
Suite 500 

New York, l^iOOll 

Mrs, Mrdge Seitz 
C/0 Purmon Law Finn 
116 W.23’^ Street 
Smte 500 

NewYork^NYlOOli 

Mr Edwin Bieier 
Mrs. Betty Bieler 
C/0 Law Firm 

1 16 W. 23^ Street 
Suite 500' 

NewYork, NY 10011 
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Mr. Tom Bawsos 
C/0 F-utidm Law Fina 
1 16 W. 23^ Street 
Saits 500 

New York, NY local 


Mrs. Sandra Bawsoii {J.R.A.} 
C/0 Fuitaaa Law Finn 
11 6 W. 23” Street 
Suite 500- 

New York,W 30011 

New Adventure Holdings LLC. 
C/0 Furman Law Fima 
n6W. 23*^ Street 
Suite 500 

New York, NY 10011 

Mr. DominickMellace 
C/0 f urnian Law Finn 
116 W. 23^ Street 
Suite 500 

New York, NYlOOll 

Ms. Erendira CronkMte 
C/0 Puiman Law Firm 
1 26 W, 23”^ Street 
Suite 500 

New York, NY 10011 

Mr. Thomas Osbeck {2.SLA.} 

■ C/0 Furman Law Firm 
lldW.aS"' Street 
Suite 500 

New York, NY 10011 

Ms. Susan Curtis 

C/O-Fuimaa Law Firm 
1 36 W,23‘^ Street 
Suite 500 

Nciv York, NY '1002 1 
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Mr. James T. Lasg 
C/0 Fmman Law Firm 
1 16 W. 23^ Street 
Suite 500 

New York; NY 10011 


Ms. Karen C. Nishimura 
C/0 Fuiman Law Firm . 

116W. 23”^ Street 
Suite 500- 

New York,' NY 10011 

Mr.Patil Ifediba 
'C/O Funnan Law Firm 
116W. 23^ Street 
Suite 500 

New York, NY 10011 

Lis. Nanci Le’^is 
C/O Furman Law Firm 
116W.23’^ Street 
Suite 500 

NewYork,Ny lOOIl- 

Mr. Bryan Ttilly 
C/O Fxmnan Lav/ Finn 
116^.23“^ Street 
Suite 500 

New York, NY 10011 

Mrs. Leona Jo Helvey 
CiO Furman Law Firm 
115W. 23=^ Street 
Suite 500 

New York, NY 10011 

Mrs. Leona Jo Helvey p.RA,} 
C/O FutTPaa Law Finn 
116W.23‘'‘ Street 
Suite 500 

New York, NY 10011 
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^ir. Ricaard Kelvf?y {l.lLA.} 
C/0 Furman Law Fitift 
116W.23*^Street 
Suite 500 

New York, NY 10011 


Rey Mor Enterprises icc 
C/0 Fuimaa Law Firm 
116 W. 23^ Street 
Suite 500 

New York, NY 10011 


Mr. Darwin L. Tuttle 
C/0 Furman Law Firm 
1 16 W. 23®^ Street 
Suite 500 

New York, NY 1001 i 

Mr. Joshua Joate . 

C/0 Furman Law Firm 
116W.23"’ Street 
Suite 500 

New York, NY 1 0011 

Mr, Gerald Jonte 
C/0 Furman Law Firm 
116 W. 23"* Street 
Suite 500 

NewYork, NY 10011 

Mr. Harold P. Schwartz 
C/0 Furmaa Law Finn 
116 W". 23^'* Street 
Suite 500 

New York, NY 10011 

Mr, Kem Goldman 
C/0 Furman Law Firm 
116W,23*^Sli-eet 
Suite 500 

Nw York, NY 10011 
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m. Terri -Lgc Jones 
C/0 Fmaaa La^y Finn 
IloW.23'^Slxeet 
'Snitc 500 

YorJf, NY 10011 


Mr. iVlicliasl MartineT 
C/0 Fuiman Law Finn 
1 16 W. 23^ Street 
Suits 500- 

New York, NY 10011 

Ms. Cristina J. Tuttle 
C/0 Funnan Law Firm 
116 W. 23^ Street ■ 

Suite 500 

New YorL NY 10011 

Mr. Robert Domino {I.ILA.} 

C/0 Fmman La?/ Firm 
116 W. 23^ Street 
Suite 500 

New York, NY 10011 

Eani N. Hayasiuda 

[Alston Texsuo Haj'asluda^'Snirvi'vor] 

C/0 Fmmaii Law Firm 

116 W. 23"'* Street 

Suite 500 

New York, NY 10011 

Mr. Simon Dziendol 
C/0 Furman Law Fran 
116 W; 23"** Street . . 

Suite 300 

New York, NY 10012 ' 

Mr. WiHiam Slagg • 

C/0 Funnan Law Firm 
116 W. 23*'* Street 
Suite 500 

New York, NY 10011 . 
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Kfe. Hector York 
C/0 Funaan Law Finn 
116 W. 23^^^ Street 
Suits 500 

New York, ITyiOmi 


Ms. Lama York 
C/0 Funaan Law Firm 
116W. 23“ Street 
Suite 500- 

Kew York,- KTY 10011 

Mr. Ronald Horowitz 
C/0 Fuctnan Law Firm 
116 W. 23"^ Street 
Suite 500 

NewYork^K^Y iOOll 

Ms. Michdle Ramelot 
C/0 Furman Law Firm 
1 16 W. 23“ Street 
Suite 500 

New York, NY 10011 

Mr. James and Blrs. Judy Saso 
CIO Furman Law Finn 
116 W. 23“ Street 
Suite 500 

New York, NY 10011 

Greek Family Trust 
• CIO Furman Law Finn 
1.16 W, 23“ Street ' 

Suite 500 

New York, mr 10011 

Mr. James and, Mrs Diane Jolinsoii 
00 Funmn Law Finn 
116 W. 23“ Street 
Suite 500 

New York, NY 10011 
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Mr. Gai7 Stiobel 
G'O Fuimaii Law Firm 
I loW. 23^ Street 
Suite 500 

NewYork^mnOOll . 

Mj. Gordon and Mxs. Fatricia McGrane 
CIO Furman Law Fiim 
116 W. 23” Street 
suite 500- 

NewTotk,-Ny 10011 

Mr. A. Albert and Mrs. Barbara Restum 
C/0 Fuiman Law Finn 
116 W. 23"^ Street 
Suite SOO 

New York, NY 10011 

Keystone Investments 
CIO Ftamati Law Fiim 
116 W. 23^ Street 
■ Suite 500 

New York, NY 10011 • 

Mr. Ronald and Mrs. Donna McNaughton 
C/0 Furman Law Firm 
llSW-aS”^ Street 
Suite 500 

New York, NY 1001 i 

Mr. George and Mrs. Jennie Conway 
\ C/0 Fimnan Law Firm 
new. 23"^ Street 
Suite 500 

NewYoik, NY 10011 

Ms. 'Winnie Lee 
C/0 Furman Law Firm 
116 W. 23'= Street 
Suite 500. 

New York, NY 10011 
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Mr. Kamyar Mfitainedi 
C/0 Fimnan Law Fim 
1 16 W. 23"^ Street 
Suite 500 

New York, KY 1001] 


AmLerway Equities 
C/0 Fmmaii Law Finn 
116W.23'^ Street 
Suite 500- 

New York; NY 10011 

Mr. Dob BesBeias 
C/0 Furman Law Finn 
116 W. 23"^ Street 
Suite 500 

New York, NY 1001 1 

Surety Venture Capital 
C/0 Funxian Law Firm 
116W. 23^ Street 
Smtc 500 

New York, NY 10011 

Mr. Pani Swift 
OO Funnan L.aw Firm 
116 W. 23''^ Street 
Suite 500 

NewYork, NY 10011 

Mr. Ciiad and Mrs. Justiae Restum 
•C/0 Fuiman Law Finn 
116^23"“ Street 
Suite 500 

New York, NY 10011 

Mr. Dean and Mrs. Julie Ann Restuia 
C/0 Fu r man- Law Finn 
116 W. 23*^ Street 
Suite 500 

New York, NY 1001 1 
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Mxs. Siisri sad Mr. Mari:, Sw.-t>s 
00 Foiinan Law Firm 
11$ W. 23^^ Street 
Siitg 500 

mvYftrk, NY 10011 
’ ^ 

Mrs. Karma and. Mr, Baaiel Conway 
00 Fmmn Law Firm 
1 16 W. 23^ Street 
Stiite 500 

KewYorl^NYiOOll 

Ms. Jaimey Garrett 
00 Ftmnan Law Finn 
116 W. as”* Street 
Snite 500 

Hew York, NY 10011 ■ 

Mr» Joseph Cozza 
00 Furman Law Fima 
1 16 W. 23^ Street 
Suite 500 

New York, NY 10011 

The Wiliock Family Eevocabie Trust 
■C/0 Furman Law Firm 
116 W.23"‘ Street 
Siiiie 500 

NewYortNYlOOll .■ 

FUniBl MSMBSItS TO BI ABBEB 
PMOR TO PROPERTY CLOSING OR 
MNAL PARTNERSHIP CLOSING BATE. 
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Addendum Ten 

Sunken Meadow Pho i os 
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Addendum Eleven 

Web Site of Rainmaker Real i y 



D a i r? rt-A o r 

s iOAl j a s I t4l \ w f 




Joining Raininalcer 
Resicfeniiat Proper^ 
Commercial P(ep«r^ 
Financing 


FiGctity 
Services 
for the 
smart 
seller and 
buyer 


WHY PAY 
HIGH 

COMMISSIONS 
WHEN 
RAINMAKER 
WILL SELL 
YOUR 
PROPERTY 
FOR ONLY 4% 


Hello my name is 
Alireza 

Dilmaghani, and I 
am the principal 
broker at 

Rainmaker Realty. 

I am also an 
attorney at law and 
General Counsel of 
the Furman Law 
Firm in New York 
City. I am a 
licensed real 
estate broker in 
the State of New 
York. 


hllp://rainmakerrealty.org/index.hlnil 


6/1 y^OOi 



364 


Rainiiuikv-T Realty 


I found in my law 
practice that many 
people were 
coming to the 
office for legal 
assistance based 
upon the fact they 
tried to sell their 
property as a 
F.S.B.O. [For Sale 
By Owner] only to 
run into many 
problems 
associated with 
the transfer of the 
property and 
financing of the 
property. 

My clients ended 
up spending many 
thousands of 
dollars more in 
legal fees to fix 
their sale and 
closing problems 
than they would 
have spent in 
commissions to 
have the property 
transaction 
handled by a 
professional. 

I created 

Rainmaker Realty 
to be the first Real 
Estate firm of it's 
kind to make 
buying and selling 
simple. Rainmaker 
Realty handles 
everything for you. 


hltp;//rainmakerreaIty,org/mdex.htn]l 


6/13/2005 
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Rainiuakci' Rca!i\ 


As you will see on 
the following 
pages our services 
far exceed the 
services offered by 
the competition 
and we charge a 
maximum of 4% 
commission. 

Thank you for 
taking the time to 
visit my web site. 
Please feel free to 
contact myself or 
my staff by calling 
646-375-2348 (Toll 
call to New York 
City) 



I 


hup-//rainmakcrrealty.org/i3idex bind 


6 /' 
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Raii^inakcr Rcalt) 



Home 

j«i'inqRfhT4Bi 

Residential Prarsefty 
Csmmercisl Pio|>«ny 
Financing 


Realty 
Services 
for the 
smart 
seller and 
buyer 


The Rainmaker 
Realty Team 
hires and trains 
New York State 
licensed real 
estate sales 
people in aii 
areas of the 
State of New 
York. 

Salespeople 
who are newly 
licensed or with 
years of 
experience are 
encourage to 
join the team. 

Rainmaker is 
looking for full 
or part time 
people. We are 
an Equal 
Opportunity 
Employer. Our 
compensation 
program 
includes a 
generous 
commission 
package as weii 
benefits after a 
minimum 
employment 
period. 


The Rainmaker 
Realty program 
allows you to 
work from your 
home or office 


!ittp://rainniak;en-eaItv.orvi/ .\s'vn/pace2 html 


fb /5 
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R^iininakcr Rcahv 


while under the 
direct 

supervision of 
the principal 
broker Alireza 
Diimaghani. 

If you are 
interested in 
joining the 
Rainmaker 
Realty Team 
please e-mail us 
today or call 
646 - 375-2348 



hup;//rainmakerreaItv.or2/._wsn/paac2.html 


6 / 13/2005 
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Rainmaker Really 




^ 1/ r% 

i i i n a f\c 



Home 

Joitiing Rainimai(e( 




Commstciai Prop«rty 
Financing 


Realty 
Services 
for the 
smart 
seller and 
buyer 


Rainmaker 

Realty 

specializes in 
Single Family, 
Duplex, Multi- 
Family and 
Apartment 
properties. We 
accept listings 
for any type of 
sale, including 
transfers, 
estates, 
foreclosures, 
swaps, leasing, 
rentals, fire 
damage, natural 
disaster 
damage, 
divorce, and 
much more. 

The highest 
commission 
you will ever 
pay for our 
services is 4% 
on sales and 1.5 
months on 
residential 
leases. 


Rainmaker 
provides much 
more than the 
average realtor. 
Rainmaker sells 
your home, and 
should you so 
desire 

Rainmaker will 



http://Vainniakerreaitv.or2/ wsn/nasel htiiil 


T.nOO-r 
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RaiDdiakcT Really 


also arrange all 
the financing, 
[Conventional 
and Creative] as 
well as arrange 
for the closing 
with assistance 
from 

experienced 
real estate 
attorneys. If you 
are leasing or 
renting 
Rainmaker 
Realty will 
manage the 
property for a 
small monthly 
percentage and 
even guarantee 
the rent. 

One call does it 
all. 



http'/Zrainniaketrealty ori!/_wsii/|M2e3 him! 
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Rainmaker Realty 



Home 

Jofnnig RainiTiaker 
Residentiui Proipertv 

CMrffiKic'ai 

Financing 


Realty 
Services 
for the 
smart 
selier and 
buyer 


Rainmaker Realty 
specializes in 
vacant land for 
commercial use, 
freestanding single 
commercial 
buildings, strip 
malls, plazas, 
medical offices, 
office 

buildings, industrial 
sites, and any 
other type of 
commercial or 
indistrial property. 
We accept listings 
for any type of 
sale, estates, 
foreclosures, 
swaps, leasing, 
rentals, fire 
damage, natural 
disaster damage, 
divorce, and much 
more. 

Our legal 
department at 
Rainmaker Realty 
will assist you with 
any litigation 
associated with the 
property including 
zoning problems, 
E.P.A. cleanup or 
superfund issues, 
tenant issues or 
financing 
problems. 

Rainmaker Realty 



htIp;//rainniakcn‘calty.ou»/_wsn/pai!e4.hlml 


A/l a/7(VH 
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Rainmaker Rcuily 


is the only Real 
Estate firm in the 
State of New York 
that offers you 
complete services 
including Sales, 
Leasing, 

Financing, 
management and 
iegal all under one 
roof. One call does 
it all. 

The highest 
commission you 
will ever pay for 
our services is 5% 
on sales and 1.5 
years on 

residential leases. 
All Commerical 
and Indistrial fee's 
are subject to 
negotiation 
depending on the 
final amount of the 
sale or lease. 

Rainmaker 
provides much 
more than the 
average realtor. 
Rainmaker will 
sell, lease or swap 
your property, and 
should you so 
desire Rainmaker 
will also arrange 
all the financing, 
[Conventional and 
Creative] as well 
as arrange for the 
closing with 
assistance from 


hUp://rainmakerreal!y.org/„wsn/page4.hti'nl 


6/13/200.5 
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Rainmaker Rcali> 


experienced real 
estate attorneys. If 
you are leasing or 
renting Rainmaker 
Realty will manage 
the property for a 
small monthly 
percentage and 
even guarantee the 
rent. 

Remember III One 
call does it all. 

Call now! 646-375- 
2348 



hltpi/Vrainniakcrrcaitv.ore/ wsn/^a2c4 htr-'- 
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Rainmaker Rcahy 



Joining Rjiirnatef 


Residentiai Property 


Commercial Pieper^ 


Msaily 
btjrvicss 
for the 
smart 
seller and 
buyer 



One call 
financing ! 

Rainmaker 
Realty is unique 
as it offers 
servcies no 
other real estate 
trim offers. 

Like other real 
estate firms 
Rainmaker 
Realty offers 
conventional 
real estate 
financial 
services 
through 
assocation with 
first mortgage 
lenders, second 
mortgage 
lenders, banks, 
finance 
companies, 
private lenders 
and the full 
spectrum of 
government 
financing such 
as V.A., F.H.A. 
and H.U.D. 

Unlike other real 
estate firms 
Rainmaker 
Realty offers 
bridge loans, 
mezzanine 
financing, take 



http://rainmakerrealtv,or£Owsn/pasc.5.hlnil 






374 


kainiiKikcr kcaN) 


out loans, 
wraps, and 
creative 
financing such 
as equity 
participation 
and balloon 
notes. 

Rainmaker also 
offers private 
placement 
fiancing 
services 
through Realty 
Partners, a 
general 
partnership 
specializing in 
real estate 
financing. 

Realty Partners 
is a private 
group of real 
estate lenders 
who provide 
financing for 
any type of real 
estate situation 
including credit 
difficulties. 

Remember! One 
call does it all. 

Cali Rainmaker 
Realty today at 
646 - 375-2348 



htlp'/Zrainmakerrealty or,!>/_wsii/pagc.‘i html 
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Addendum Twelve 

Report on “Blue Skied” Status 


To; Barry June 16.2005 

RH: Rainmaker 

Regarding Rainmaker Managed I.iving. LLC, and the four primary parties imolvcd. 
namely Sidney V. Levine. AUzera Dilmaghani. James Joseph Convva\ . and Antoinette 
Wooten, I contacted both the New York and California securities of'llces about their 
”biue-sky“ status and if they arc licensed lenders in those slates. 

On June 14, Mr. Jaffe (212-416-8000) in the NY Attorney GeneralLs Office. Securities 
Bureau ran searches on each of the names given. Neither Rairunaker Managed I.iving, 
LLC nor any of those four people associated with (he LLC are listed with their ofilce. I 
verified through the NY Slate Banking Department (Tysha, 877-226-6589) that they are 
not licensed lenders either 

A1.SO on June 1 4. 1 spoke with Tracey at the California Department of Corporations. 
Securities Regulation Division (866-275-2677) who confirmed that Rainmaker Managed 
Living, LLC, is neither '■‘blue-skied" or a licensed lender in this state, either. 

Let me know iff can be of any further assistance. 

Shannon Boelter 
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Addendum Thirteen 

JiiNF 14 Email From Carl Bryant 


Subj: Hi-print this out for the Rainmaker file 

Date: 6/14'2005 12.23 08 PM Pacific Standard Time 

From ■ 

To. 


Original Message 

From: Carl Bryant [mailto:cbryant@comerstonemedlegal.com] 

Sent: Tuesday, June 14, 2005 9:46 AM 
Toj minkow@integnty.com 
Subject: Rainmaker 

Barry, 

I spoke to Wendy Brown, Supervisor for Adult Health in Long Island Division (631) 851-3090. and she indicated 
that there had been no change of ownership had occurred or that an application for a change of ownership was in 
process. Also, cannot seem to get through to the facility by telephone. Will continue to fry but the phone may not 
be in service. 

Thanks. Carl 


hiesday. .luiie 14. 2005 America Online; MRK CON 2 


O 



